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CONTINUING OPERATIONS' 13 : 

Smiles 

Earnings After Tax 

Earnings Per Share 

(Avaounis in Malians, Extzpt Pet Skirt Data) 

$ 4 , 586.6 $4,285.2 $4,118.4 

$ 183.5 $ 159.4 $ 174,2 

$ 4.11 $ 3.56 $ 3.72 

RESULTS AFTER REDEPLOYMENTS & DISCONTINUED OPERATIONS: 

Redeployments After Tax’' 

$ 


$ (44.0) 

$ 28.5 

Earnings Per Share—Continuing Operations 

After Redeployments 

$ 

4.11 

$ 2.58 

$ 4.32 

Discontinued Operations After Ta>: 

$ 

— 

$ (188.3) 

$ 30.7 

Net Earnings (.Loss) 

$ 

183.5 

$ (72.9) 

$ 233,4 

Net Earnings (Loss) Per Share 

$ 

4.11 

$ (1.63) 

$ 4.98 

Return on Average Equity -Net 

Earnings (Loss) 


21 . 5 % 

(6.5)% 

19. (E 

Dividends Per Share 

$ 

2.26 

$ 2.24 

$ 2.04 

Average Shares Outstanding 


44.6 

44.7 

46.9 

Year-end Market Price Per Share: 

General Mills 

$ 

76.25 

$ 58.125 

$ 50.125 

Spin-off Companies 

$ 

10 . 96 <4) 

$ 

$ 


' I) Consumer Foods, Restaurants .md ■. •■ntinuing Sped.-’tv Kftniliii^ businesses, csclusivs' ui redcijluynwnt pcwnm. 

12) Kedeployn:i. ii!- piograin for a mllnuing opeiHUsins (Consumer FikkL. Rt-sr.i ■ .nt-- ai d wniinuiriff Specialty Retailing businesses). 

• ■' |by, Fashion and Non-apparel Specialty KetfliliiiK opt. ratmrs. tndudin}? esrsn i.'ited loss m disposal 

(4) As of November ], J985 1 the cmnjnnn stock of Crystal Brails. Inc. (CBb and Kenner pajk&T Toy.- Inc. (KPtl■ wse distributed to General Mills 
stockhnWefs in the ratio Of tL£ Pharos ci CBl and 0,3 shares of KIT I for each sham? trf General Mills common stock. At y<?ar end, these independent 
companies had a romposik mm lie! value tA bln 96 per share nr i •- i.r-ral NMs ommon stock. 
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Letter to 

Shareholders and 
Employees 
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eneral Mills' financial results and busi- 
ness accomplishments in fiscal 1986 
were excellent and benefited directly from the 
major restructuring activities that were 
reflected in the prior year's results. The follow¬ 
ing are some of the more important accomplish¬ 
ments of 1986: 

■ We changed the business structure of 
General Mills to create an exceptionally strong 
company. General Mills now has 44 percent of 
its sales in high-return and growing core busi¬ 
nesses. We have 37 percent of our sales in 
high-return established businesses, and a very 
interesting set of growth opportunities account 
for 19 percent of sales. (Please refer to page 5 
for more specifics on our business structure 
and growth prospects.) 

■ To accomplish this restructuring, we spun off 
or otherwise divested in the past two years 26 
individual companies or divisions that were 
depressing General Mills' market value. Seven¬ 
teen of these companies were acquired more 
than 10 years ago, and nine were acquired 
between five and 10 years ago. These opera¬ 
tions accounted for about 30 percent of General 
Mills' assets. 

■ During this major restructuring, the stock 
market's evaluation of the company materially 
improved. The stock market price per original 
General Mills share has approximately doubled 
from January 1985, when we announced our 
restructuring plans, to the date this report 
went to press. This includes the approximate 


STOCK PRICE PERFORMANCE 


Spin-off Companies 
190 j ■ General Mills 
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1985 1986 

From the date of the restructuring announcement to A ugust 1, 1986, the combined value of the 
shares of General Mills and spin-off companies increased at a rate of more than twice the market 
average, as represented by the Standard & Poofs 509 . 


$11 value per General Mills share of Kenner 
Parker Toys and Crystal Brands, the indepen¬ 
dent companies created in the spin-offs Novem¬ 
ber 1, 1985. 

■ We completed a substantial reorganization of 
the company's management. The more stream¬ 
lined organization is designed for the current 
business structure and for our future manage¬ 
ment needs. 

■ We achieved excellent operating results in 
1986, highlighted by earnings per share growth 
more than twice the company's real growth rate 
target of 6 percent, a record return on share¬ 
holders' equity, good sales growth and 
improved operating margins in each industry 
group. Our strong operating performance and 
cash inflows from the restructuring program 
enabled us to substantially reduce total debt. 

Financial Results 

Earnings per share were $4.11, a gain of 15.4 
percent from the $3.56 earned by continuing 
businesses before redeployments a year ago. 

The company's return on average sharehold¬ 
ers' equity was 21.5 percent, exceeding the 
prior record of 19.9 percent achieved in 1983. 

Sales increased 7.0 percent to $4.59 billion. 
Sales for continuing businesses grew 11.3 
percent, most of which represented growth in 
unit volume. 

Pretax earnings from continuing operations 
reached $325.1 million, an increase of 19.7 
percent. This performance reflected strong 
operating gains plus a $7.8 million decline in net 
interest expense. Net earnings were $183.5 
million, or 4.0 percent of sales. 

Dividends increased for the 22nd consecutive 
year. Fiscal 1986 dividends were $2.26; the 
current annual rate is $2.32 per share. 

Operating Highlights 
Consumer Foods, General Mills' largest busi¬ 
ness, led the company with an operating profit 
increase of 15.9 percent to $307.9 million. 

Sales increased 10.5 percent to $3.06 billion. 
The favorable operating profit results were 
achieved despite heavy marketing expenditures 
behind new and established products, including 
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a 21 percent increase in media advertising. 
Domestic package food volume increased 5.3 
percent. Performance was paced by Big G 
cereals, which achieved nearly 8 percent unit 
volume growth and a record 24 percent dollar 
share of the $4.67 billion ready-to-eat cereal 
market. Significant unit volume growth, well 
above market increases, was also achieved by 
Betty Crocker dessert mixes, main meal mixes 
and Gorton's retail seafood lines. 

Restaurants , the company’s second largest 
business area, achieved moderate growth from 
continuing businesses. Operating profits grew 
2.7 percent to $88.3 million, and sales 
increased 6.4 percent to $1.05 billion. These 
results reflect strong performance by Red 
Lobster, which offset increased development 
and new store opening expenses, as well as 
slower industry growth. Red Lobster outper¬ 
formed the industry, setting new records in 
operating profits. Average annual sales per Red 
Lobster restaurant increased nearly 4 percent in 
1986 to exceed $2.3 million. Red Lobster grew 
by 19 new units in the U.S., and prepared for 
aggressive worldwide expansion in 1987. The 
Olive Garden, a successfully tested Italian 
concept, expanded from four to 14 units and is 
expected to grow by 35 to 40 units in 1987. 

Specialty Retailing continuing operations 
showed exceptional gains, achieving a strong 
turnaround from last year’s results. Sales were 
up 26.9 percent to $474.3 million; operating 
profits of $26.6 million compare with a small 
loss last year. Excellent performance by 
Talbots’ retail and mail order operations and the 
successful addition of 25 retail stores led to 
growth of more than 55 percent in both Talbots’ 
sales and operating profits. Eddie Bauer experi¬ 
enced good consumer response to new 
merchandising strategies and returned to prof¬ 
itability. The furniture operations achieved 
stable profitability following a strong gain in the 
prior year. 



/ (ft to ni/M: f J t trft'b Blodgett, Vice Chairman of the 
h(uml Chu t Financial and Administrative Officer; 
H. ft tv ivstvr Atwater. Jr ., Chairman of the Board and 
Chief Exmtim Officer: Mark 11. Wittes, Presith 1 1 1 


A complete discussion of Consumer Foods, 
Restaurants and Specialty Retailing operating 
performance begins on page 8. 

Financial Objectives and Position 

Our basic financial objectives remain 
unchanged: a minimum return on average 
equity of 19 percent, earnings per share growth 
over a five-year period averaging 6 percentage 
points or more greater than inflation, a strong 
balance sheet with an “A” bond rating, and 
regular increases in dividends. 

As anticipated, General Mills’ debt declined 
to 44.7 percent of capital from 48.1 percent at 
the end of fiscal 1985. We expect debt to total 
capital to remain at approximately the current 
level in fiscal 1987, as growth in deferred 
income taxes associated with tax benefit leases 
substantially offsets expected growth in 
retained earnings. 

In 1986, capital expenditures grew 16.8 
percent to $244.9 million. In 1987, capital 
spending is expected to exceed $300 million, 
primarily to finance accelerated restaurant unit 
expansion, new consumer foods capacity and 
productivity improvements, and new Talbots 
stores. 
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Directors/Management 

At the close of the 1986 fiscal year, two long¬ 
time directors of General Mills retired from the 
board. Stephen F. Keating, with 22 years of 
service, and Louis W. Menk, a director for 19 
years, made outstanding contributions to 
General Mills. 

Two new directors joined the board. They 
are Michael D. Rose, Chairman of the Board 
and Chief Executive Officer of Holiday Corpora¬ 
tion, the holding company of Holiday Inns, Inc., 
and Joe R. Lee, Executive Vice President of 
General Mills and President of the Restaurant 
Group. 

The company also took steps during the year 
to provide strong leadership for current and 
future needs. F. Caleb Blodgett was named 
Vice Chairman of the Board, Chief Financial and 
Administrative Officer of General Mills, and 
Mark H. Willes was named President. Arthur 
R. Schulze, Executive Vice President, was 
named President of the company's newly estab¬ 
lished Grocery Products Food Group and has 
been nominated for election to the General 
Mills Board of Directors. Steven M. Rothschild, 
Executive Vice President, was named 
President of the new Convenience and Interna¬ 
tional Foods Group. David R. Waters joined the 
company in the summer of 1985 as Executive 
Vice President and President, Specialty Retail¬ 
ing. Schulze, Rothschild, Lee and Waters are 
members of the Management Policy Commit¬ 
tee, which also includes Chairman Atwater, 
Blodgett and Willes. 

Fiscal 1987 Outlook 

We have had a promising start in what we 
believe will be another year of excellent 
performance. We expect strong operating profit 
growth in each of our industry segments and 
continuing benefits from the effects of corporate- 
wide productivity efforts. These have improved 
operating efficiencies, reduced managerial 
headcount, and improved asset utilization. 

Return on equity is expected to be a record. 

Federal tax reform is likely to result in the 
loss of the investment tax credit, coupled with a 
substantial reduction in federal corporate 


income tax rates. However, once all the provi¬ 
sions are in place, reported earnings and cash 
flow for the food industry should improve. We 
continue to support tax law reforms that will 
result in simplicity and fairness, ensuring that 
everyone pays his share. 

Fiscal 1986 was marked by the achievement 
of important goals. The hard work of our 
employees was key to the company's success, 
and we thank them for their dedication. 

/I 

H. B. Atwater, Jr. 

Chairman of the Board and 
Chief Executive Officer 

F. C. Blodgett 

Vice Chairman of the Board, 

Chief Financial and Administrative Officer 

M. H. Willes 
President 

August 8, 1986 
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eneral Mills' growth prospects stem 
directly from two factors: our corporate 

Core Businesses —Forty-four percent of 
our sales are in three businesses that we 


business structure and the way in which we 
operate within that structure. 

Our primary operating objective is to provide 
consumers with products and services that are 
demonstrably superior to competitive offerings. 
We measure our success both in terms of 
consumer preference and market share posi¬ 
tion. Our goal is to have the leading market 
share in each significant area where we choose 
to compete. 

Currently, about 60 percent of General Mills’ 
total sales are from products and services that 
are number one in their market subsegments. 
For instance, in the huge cereal market, we are 
number one with Cheerios , Honey Nut Cheerios , 
and other products in puffed oat cereals; with 
Total , Wheaties and other cereals in the wheat 
flake category; and with Lucky Charms and 
other products in the Marbits segment. We are 
number one in a variety of dessert and baking 
mix segments with Betty Crocker brownies, 
specialty cakes, frostings, premium muffins and 
pie crust mix. Gold Medal flour and Bisquick 
are number one, as are our specialty potatoes, 
Helper dinner mixes, foodservice cake and icing 
products, and fruit snacks. Red Lobster and 
Talbots are clear market leaders. 

We moved toward leadership in layer cake 
mixes at the end of fiscal 1986 and, with the 
right strategy and execution, are vying to 
become number one in yogurt and retail frozen 
fish. The plans for our newer concepts— The 
Olive Garden , Leeann Chin's , Goldrush bars 
and Pop Secret popcorn—provide excellent 
opportunities to establish market leadership in 
these growing categories. 

Continual innovation and preemptive market¬ 
ing are essential to developing leading market 
shares. We believe the company continues to 
have a high sense of urgency in this regard. 

As we developed the restructuring plan last 
year, our objective was to achieve a mix of 
businesses that would provide a combination of 
high returns, good growth, and substantial 
reinvestment opportunities, with reasonable 
stability in our earnings stream. Obviously, 
certain businesses provide both high returns 
and good growth; other, more mature 
businesses will show high returns with only 
moderate growth; while still other newer 
businesses have large growth potential but 
more limited returns while they are in the 
heavy development stage. When you look at 
General Mills from this viewpoint, we now have 
an exceptionally attractive business structure. 


describe as core: Big G cereals, Red Lobster 
and Talbots. These businesses provide both 
high returns and good growth, with large 
reinvestment opportunities. They each have a 
consumer franchise that is stronger than 
industry standards. Their size and profit 
contribution are substantial relative to their 
industry segment within General Mills. 


CORE BUSINESSES 

FIVE-YEAR REAL GROWTH OBJECTIVES 


Percent of 
Total Sales 


5-Year 
Real Growth 


Big G Cereals 20% 6% 

Red Lobster USA 19 7 

Talbots _5 15 

Total 44% 7% 


Each of these three General Mills franchises 
has had excellent 10-year compound sales 
growth, with Big G cereals up 11 percent, 

Red Lobster up 18 percent, and Talbots up 
33 percent. 

These core businesses have provided and 
will continue to provide excellent reinvestment 
opportunities. Over the next three years, we 
plan to invest more than $200 million in both 
Big G and Red Lobster, and $50 million in 
Talbots. With these investments, we expect 
growth in our core businesses to compound at 
7 percent before inflation over the next three 
years. 

Big G had a 24 percent dollar share of the 
ready-to-eat cereal market in fiscal 1986, up 
from 22 pecent in 1980. Future prospects for 
Big G are excellent. Demographic trends 
project increases in both child and older adult 
segments of the population. Per capita 
consumption of cereal is especially high in these 
groups, and Big G has targeted outstanding 
products to both segments. 
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Arthur R. Schulze is 
Executive Vice Presi¬ 
dent; President, 
Grocery Products Food 
Group. This group 
mdudes the company 's 
major established 
grocery products, as 
mil as operating and 
support functions. 


Steven M. Rothschild is 
Executive Vira* Presi¬ 
dent; President, 

Con vmience and Inter- 
national Foo{ts Group, 
responsible for the 
company's newer, high 
grmthfood businesses 
and international 
operations. 


joe R. Lee is Executive 
Vice Fresident; Presi¬ 
dent, Restaurant 
Group . The company* 
restaurant businesses 
are Red Lobster, The 
Olive Garden, life's 
and Leeami Chin's. 


David R. Waters is 
Executive Vice Presi* 
dent; President, 
Specialty Retailing 
Group, Major busi¬ 
nesses in this group are 
the. retmt and rrnti 
order operations of 
Talbots and Eddie 
Bauer. 


Red Lobster sales have grown approximately 
50 percent faster than the restaurant industry 
over the last five years. Increased interest in 
seafood, reflected in a rise in annual per capita 
seafood consumption, should contribute to 
future growth. Red Lobster USA plans to add 
an average of 25 units per year through 1989, 
up from the 389 units that were open at the end 
of 1986. Nearly half of the 25 new Red Lobster 
units that will be opened in 1987 will be non- 
traditional units such as hotel locations. 

Talbots will continue to expand and 
strengthen its position as the leading retailer of 
classic women's apparel. The maturing 
population, the increase in the number of 
working women, and the growth of disposable 
income are all positive factors for future 
growth. Talbots will maintain outstanding 
customer service and strengthen its reputation 
for quality and distinctiveness. This includes 
enlarging the percentage of exclusive 
merchandise sold under the Talbots label, and 
placing increased emphasis on accessories and 
petite sizes. Eighty or more stores will be 
added in the next three years, including more 
than 20 in fiscal 1987, and aggressive catalog 
expansion will continue. 

Established Businesses —These 
businesses generate 37 percent of company 
sales and include Betty Crocker desserts, 
Bisquick baking mix, Gold Medal flour, Helper 
dinner mixes, international foods, and York's 
restaurants. The aggregate after-tax return on 
capital of these businesses is excellent and 


future real growth is expected to average 3 
percent per year. Each business has a strong 
consumer franchise. 

The principal objective of these businesses is 
to increase market shares, emphasizing those 
segments with best potential. This will be 
achieved by developing distinctive product line 
extensions and by finding opportunities for 
innovation, establishing effective cost reduction 
programs, and improving overall productivity. 
With their strong returns, these businesses will 
generate excess cash that can be invested in 
growth opportunities. 

Major Growth Businesses —One of the 
most attractive aspects of General Mills today 
is the number of major growth opportunities we 
have. These currently account for 19 percent of 
sales, or $850 million, and include Yoplait 
yogurt, fruit snacks, Gorton's frozen seafood, 
Red Lobster International, The Olive Garden 
restaurants, Leeann Chin's restaurants and 
other new food categories still in development. 
With 15 percent compound growth, we expect 
these businesses to generate more than $1.3 
billion of sales in 1989. We expect The Olive 
Garden alone to grow by more than 100 units 
and have a sales increase approaching $250 
million by 1989. 
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GENERAL MILLS 

FIVE-YEAR REAL GROWTH OBJECTIVES 

Businesses 

Percent of 
Total Sates 

5-Year 
Real Growth 
Projection 

Core 

44% 

7% 

Established 

37 

3 

Major Growth 


_15 

Total 

100% 

6 + % 


We are very pleased with the growth and 
return balance at General Mills. Objectives for 
our core, established, and major growth 
operations translate to a corporate real growth 
projection of over 6 percent per year. 

Productivity 

We have taken major actions to realise cost 
efficiencies and productivity gains throughout 
the company. These actions have further 
strengthened our competitive position. 

Consumer Foods production facilities in 
Buffalo, South Cliicago, Toledo and Lodi have 
been extensively renovated. New equipment 
and realignment of product mix have helped to 
improve cost efficiencies and productivity. 
Domestic packaged foods achieved a 10 percent 
improvement in the number of cases produced 
per labor hour during the last two years, 
following a similar gain in the preceding two 
years. Distribution costs per case have been 
held to a 1 percent annual increase since 1984 
and have actually declined as a percent of sales. 
Productivity improvements in the Sperry 
Division flour mills have resulted in a 10 percent 
reduction in the production cost per 
hundredweight of flour. All of these changes 
have been achieved while maintaining a positive 
relationship with the employees and unions 
involved, and enhance our ability to provide 
good long-term opportunities for General Mills 
people. 

A major restructuring was accomplished at 
the James Ford Bell Technical Center. That 
effort has resulted in significant cost savings, 
strengthening of technical support programs for 
established divisions, and a focus on higher- 
potcndal projects for future growth. 

In the marketing area, the Golden Valley and 
Betty Crocker divisions were consolidated, 
bringing together all major consumer packaged 
mix products in one operating unit. A new 
division—New Business Development— 
replaced two existing divisions and consolidates 
development of new growth opportunities. 


General Mills initiated a realignment of the 
grocery products sales force to support our 
aggressive new-product program. 

The Restaurant Group reduced 
administrative staff at headquarters and 
consolidated operating company administrative 
functions into two divisions, Red Lobster and 
Creative Dining. This has resulted in significant 
cost savings. In addition, Red Lobster USA 
reorganized its nationwide network of regional 
offices, reducing the number from 10 to five. 
These consolidations and other management 
actions have resulted in a 45 percent decline 
since 1981 in the average number of 
administrative employees per restaurant. 

Specialty Retailing achieved a 47 percent 
saving in headquarters expenses through staff 
reductions. In the current fiscal year, Eddie 
Bauer will relocate its catalog fulfillment center 
from Seattle to a more central location in the 
United States. This relocation will result in 
significantly improved customer service, as well 
as significant savings in parcel shipment fees. 
Furthermore, the group is developing an in- 
house management information system that will 
improve service and responsiveness at 
substantially lower costs. 

Corporate staff headcount has been reduced 
by 17 percent. This will contribute to savings in 
corporate expense for 1987 and beyond. 

General Mills has had programs for a number 
of years to achieve greater efficiency and 
improve productivity. These are continuing. 


GROWTH IN SEAFOOD 
CONSUMPTION 

(Pounds Consumed Per Person) 
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Consumer Foods 




eneral Mills’ consumer foods business 
had an outstanding year, achieving 
excellent growth in both sales and operating 
profits. Sales increased 10.5 percent to $3.06 
billion. Operating profits grew 15.9 percent to 
$307.9 million. Most of the major food busi¬ 
nesses turned in strong performances. 


Big G Cereals 

Strong growth continued during 1986 in the 
ready-to-eat cereal market, with category retail 
dollar sales up 11.2 percent to $4.67 billion. In 
this environment, Big G cereals, General Mills' 
core consumer foods business, set new profit, 
volume and market share records. 

Big G finished the year with a 24 percent 
share of the cereal market's dollar volume. 

Big G unit volume grew nearly 8 percent in a 
market where unit volume increased 5 percent. 
It was Big G's seventh consecutive annual 
volume increase. Over those seven years, Big 
G's compound annual volume growth has aver¬ 
aged more than 4 percent—double the indus¬ 
try's average. 

Established Big G cereals made a strong 
contribution to the year's record results. 
Together, established products generated 


volume growth in excess of 2 percent. Four Big 
G favorites— Cheerios, Honey Nut Cheerios, 
Total and Lucky Charms —are in the cereal 
market's “top 10" ranked by dollar sales. Estab¬ 
lished products also made important individual 
contributions. For example: 

■ Honey Nut Cheerios generated well over $100 
million in sales in 1986, just seven years after 
being introduced. Unit volume increased 13 
percent. 

■ Lucky Charms cereal achieved record-level 
volume for the second straight year. Introduced 
in 1964, Lucky Charms is the second best-sell¬ 
ing presweetened child's cereal on the market. 

■ Wheat Total maintained its high volume and 
Total com flakes achieved a strong volume 
increase for the fourth consecutive year, 
setting another brand record. Strong marketing 
has established Total as the leading vitamin 
cereal. 

One objective of Big G's new product efforts 
is to successfully introduce new adult cereals, a 
category enjoying rapid growth. In 1986, 
efforts were focused on fiber cereals, the fast¬ 
est growing segment in the adult category. 


BigGs strategy is to build volume on its established 
cereals , while introducing new products that satisfy 
consumers interest in taste , nutrition and value . 



Big G’s success stems 
from the combination of 
strong established prod¬ 
ucts like Cheerios and 
unique new cereals 
such as Raisin Nut 
Bran . 













tHd and new: Lurk". 
Chumts rcmaim a best 
setter tftter owre than 
taw dreader white 
Honey Nut Cheerio* 
ranks seventh r>i dollar 
sates after just sa-en 
wars on the market. 
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Chicago Bears running 
hark Walter Faytmi is 
Wheaties* newest 
champion. 


The adult cereal cate¬ 
gory is shouting strong 
growth. Big G's new 
Fiber One cereal offers 
the highest fiber content 
per serving among bran 
cmatSr the fastest - 


growing adult cereal 
segment. Total has been 
the markets leading 
vitamin cereal since it 
was introduced in 


Big G introduced both Fiber One and Bran 
Muffin Crisp in April 1985. Fiber One, which 
offers the highest fiber content per serving of 
any cereal, has exceeded expectations. Bran 
Muffin Crisp did not meet objectives. 

Big G's newest fiber cereal is Raisin Nut 
Bran , introduced in January 1986 to 40 percent 
of the country. The cereal features distinctive, 
nut-covered raisins and a crispier bran flake. 
Raisin Nut Bran is doing well, and distribution 
was expanded nationwide in June. 

Big G's high level of new product activity 
during 1986 also included the national introduc¬ 
tions of Rocky Road cereal in February and 
Circus Fun cereal in April. S*Mores Crunch 
completed its national roll-out in June. Addi¬ 
tional new-product activity is slated for later in 
1987. This aggressive new-product effort, 
coupled with the strength of Big G's established 
cereals, gives Big G excellent prospects for 
continued growth. 

Mix Products and Family Flour 

The markets in which General Mills' flour and 
mix products compete are relatively mature 
and, in aggregate, exhibit stable volume trends. 
General Mills' major product lines have done 
well in these markets, achieving aggregate 
earnings growth at a rate in line with the 


company's five-year average real growth target 
of 3 percent for established businesses. 

The $1 billion dessert mix market registered 
a 1 percent unit volume increase in 1986 after 
two years of decline. Betty Crocker unit 
volume grew an impressive 7 percent on the 
strength of product lines that reflect consum¬ 
ers' interest in higher quality, more indulgent 
desserts. 

Betty Crocker layer cakes, continuing strong 
growth, became a contender for market leader¬ 
ship at the end of 1986. This accomplishment 
reflects strong volume and share on the estab¬ 
lished SuperMoist line, and the addition of a new 
premium line called Cake Love/s Collection . 
Introduced nationwide in January, Cake LoveFs 
Collection features high-value ingredients such 
as pure chocolate chunks, carrots and apple 
pieces. 

Betty Crocker's strong performance in layer 
cakes helped the Creamy Deluxe frosting line 
achieve a solid volume gain. In July, Betty 
Crocker introduced the MiniMorsels frosting 
line. The four ready-to-spread frostings feature 
quality ingredients like real chips and nuts, and 
should help sustain momentum for Betty 
Crocker desserts. 
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The Betty Crocker premium brownie line set 
volume and share records in 1986. Since this 
line was introduced in July 1985, Betty Crocker 
brownie volume has increased 37 percent and 
share has grown by nearly 6 full share points. 
Betty Crocker Walnut Brownie mix, the latest 
addition to the line, was introduced in July 1986. 

The add-to-meat mix category enjoyed 
double-digit growth again in 1986, supported by 
strong performance from the Betty Crocker 
Helper products. Hamburger Helper achieved 
its sixth consecutive annual volume increase. 
Newer Helper products continue to expand the 
business: Tuna Helper Cold Tuna Salad makes a 
main dish salad, and Pizzabake and Tacobake 
feature oven rather than stovetop preparation. 
Currently, the Oriental Classics line is entering 
nationwide distribution. The line includes four 
mixes that feature vegetables, rice and season¬ 
ings to add to meat or poultry, as well as chow 
mein noodles and soy sauce. 

The Betty Crocker specialty potatoes line led 
its $205 million market category again in 1986. 
New Betty Crocker Twice Baked potatoes, 
introduced in January, achieved good volume 
and share. However, market volume was down 
for the second year, adversely affected by the 
high level of competitive activity in other side 
dish categories and lower prices for fresh 
potatoes. 

Bisquick maintained its leadership position in 
the baking mix market and enjoyed good 
margins. However, the baking mix category 
and Bisquick both experienced volume 
declines. 


Volume was lower in the $405 million family 
flour market as well, although this year's 
decline of almost 4 percent was less than the 
6 percent drop in 1985. In a price-competitive 
market, Gold Medal flour remained the leading 
brand with a share almost double that of its 
closest competitor. During the year Gold Medal 
was fortified with calcium, the first product 
improvement in the family flour market in more 
than 20 years. 

Snack Foods 

In 1986, General Mills took actions to increase 
its participation in the U.S. snack foods market. 
The company expanded its offerings in the fast¬ 
growing fruit snacks segment, updated its gra¬ 
nola products and entered two new snack busi¬ 
nesses: microwave popcorn and frozen snacks. 

General Mills' products continue to lead the 
profitable $225 million fruit snack segment, 
where unit volume grew almost 30 percent in 
1986. During the year, new flavors were added 
to the popular Fruit Roll-Ups and Fruit Bars 
lines. This summer, General Mills is introduc¬ 
ing Fruit Wrinkles , a bite-size snack. Fruit 
Wrinkles should help sustain General Mills’ 
strong market position and fuel category 
growth. 

Unit volume for the granola snack segment 
fell 6 percent in 1986. Competitive spending 
was fierce in this declining market, which the 
company believes was unprofitable for all major 



BP* 

Tacobake 


Building a franchise: 
New Twice Baked pota 
toes' strong volume ted 
the Betty Crocker 
s peaalfy-potatoes km, 
and new Hamburger 
Helper Tacobake 
extended that line's 
variety of flavors and 
preparation methods. 


Now enjoying its second 
century of success, Gold 
Medal flour remains 
the leading brand on 
the market This year 
Gold Medal was forti¬ 
fied with calcium. 


Bisquick has been 
America's favorite 
baking mix for more 
than 50 years. 


Betty Crocker layer 
cakes moved toward 
market leadersh ip at the 
end of 1^86, boosting 
volume for Creamy 
Deluxe fms tings. 
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General Mills' mix businesses have maintained steady 
growth and high returns with innovative new products 
that offer premium ingredients and added value . 


The Betty Crocker line 
of premium brownie 
mixes has fueled 
tremendous growth in 
the brownie market 


competitors. General Mills is managing this 
business prudently to return to profitability. 
New Peanut Butter Boppers, introduced last 
November, have been well received by 
consumers. 

General Mills entered the $190 million micro- 
wave popcorn market last November. New Pop 
Secret microwave popcorn is a shelf-stable prod¬ 
uct that works well in all microwave ovens. At 
year end, Pop Secret was tied for second place 
in the market with a 20 percent share. While 
this market is relatively small today, it is 
expected to show strong growth as more 
households obtain microwave ovens. 

General Mills began to gain experience and 
knowledge in the fast-growing, $L3 billion 
frozen snacks market last year with the acquisi¬ 
tion of Vroman Foods. During 1986, distribu¬ 
tion of Goldrush bars was expanded to 55 


percent of the country, and a third flavor was 
added to the line. Other promising frozen 
snacks are being tested, including Yoplait soft- 
frozen yogurt. 

The combination of all these initiatives 
enabled General Mills to show a 13 percent 
increase in domestic snack food volume in 
1986. New product efforts and investment 
spending will continue in 1987. 










Gorton's achieved a 16 
percent unit volume 
gain on the strength of 
such products as its 
Crunchy fish sticks and 
fillets . 


Seafood and Yogurt 

Gorton's increased its second-place share of 
the $955 million frozen seafood market during 
1986. Industry unit volume was down slightly 
from last year, but Gorton's achieved a 16 
percent unit volume gain on the strength of its 
established product lines, particularly Crunchy 
fish sticks and fillets. The Fishmarket Fresh line 
of uncoated, individually-frozen fillets was the 
category leader in the 20 percent of the U.S. 
where it is currently available. The future looks 
bright for Gorton's, as consumers are becoming 
increasingly aware of the health benefits that 
seafood offers. 

Yoplait had a disappointing year. Increased 
competitive pressure and the failure of Yoplait's 
Fruit-on-the-Bottom line combined to interrupt 
Yoplait's steady profit growth. However, sales 
increased and Yoplait maintained its strong 
number-two position in the yogurt market, 
which is expected to show continued good 
growth over the next several years. To capital¬ 
ize on that growth, a number of new Yoplait 
products are planned. The first new line, 

YoCrente } is being introduced in 65 percent of 
the country this August. The dessert-oriented 


line includes such flavors as Amaretto Almond 
and Cherries Jubilee, and will complete nation¬ 
wide expansion during the second quarter. 


GENERAL MILLS CONSUMER FOODS 
MAJOR GROWTH CATEGORIES 


5-Year 1986 

Industry Retail Saks Market 


Market 

CGR 

m Millions 

jPaaitittn 

Fruit Snacks 

61.4%+ 

S 225 

1 

Frozen Seafood 

4.7 

955 

2 

Yogurt 

16. E? 

1000 

2 

Microwave Popcorn 

57.5" 

m 

2 

Frozen Novelties 

16.6 

1300 

NM 


* 1983-1986 CGR 
** 1984-1986 CGR 


Foodservice and Other Areas 

General Mills' Foodservice operation increased 
its penetration of the market in 1986, with 
strong volume on branded product lines. 
General Mills is the market leader in foodser- 
vice dessert and specialty mixes, and has a 
growing position in ready-to-eat cereals. 



Frozen seafood , yogurt and snack foods are among the 
General Mills businesses that offer major opportuni¬ 
ties for future growth. 












































Yoplad yogurt's unique-. 

creamy texture and 
fresh fruit task have 
won millions of A men 
cam over to the "yogurt 
of France" ft is the 
second largest brand in 
the yogurt market, 
which continues to show 
Strong growth. 


You just can t tick a 
Coldrush bar, General 
Mitts’ new tee cream 
treat. 

CVWl&J 


>(tii; 


hfp Secret microwave 
popcorn offers great 
taste and Superior 
popping results m ail 
microwave owns. 


BN fe new sandwich 
cookies are flavor favor¬ 
ites in France: Smiths 
snacks and chips enjoy 
with: popularity in 
Holland and Belgium. 
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Fruit Wrmktes, just 
entering the market, are 
bursting with real fruit 
flavor and vitamin C 




The bakery flour business had an excellent 
year* Volume was the highest in 21 years and 
annual profits were a record. Major productiv¬ 
ity gains contributed to the results. 

O-Cel-O, the leading maker of sponges, 
posted volume gains on its consumer cellulose 
products and registered substantial increases 
on its highly successful scrubber line. 

Pioneer Products' line of cake decorations 
and accessories increased its share of the party 
supply market. 

International Operations 

General Mills’ European food operations 
finished the year on a strong note. Biscuiterie 
Nantaise responded to intense competitive 
pressure in the French sandwich cookie 
market, launching an improved cookie line in 
May. Initial results are encouraging. Jump 
granola bars and chewy bars lead the emerging 
granola snacks market in France and chewy 
bars were introduced in the United Kingdom, 
as well. 

Smiths Holland also faced stiffer competition 
in 1986, but remained the overall snack market 
leader and achieved higher earnings. Smiths 
Belgium posted record earnings. 

PYCASA, General Mills' Spanish frozen 
foods company, had another good year. 
PYCASA is the leader in Spain's market for 
frozen, precooked entrees and side dishes. 


General Mills’ Canadian food operations 
achieved increased earnings in 1986, as product 
margins benefited from lower ingredient costs 
and reduced trade expense. The cereal busi¬ 
ness achieved good growth, with Cheerios , 
Honey Nut Cheerios and Pro*Stars posting 
record volume levels. Fruit Bars were success¬ 
fully introduced in Canada during the year, help¬ 
ing General Mills achieve a strong increase in 
its fruit snacks market share. Nature Valley 
Dandy Bars were introduced late in the year. 
Lancia pasta volume increased. 

The Latin American operations posted a 
good earnings gain, with volume for packaged 
food products and bakery flour particularly 
strong. In Asia, licensed product presence was 
increased beyond Japan to Korea and Taiwan. 
Export operations continued to produce excel¬ 
lent results, reflecting increased demand for 
General Mills’ packaged food products. 








Restaurant Group 



eneral Mills' Restaurant Group in 1986 
began to accelerate its expansion. Red 
Lobster resumed its unit growth in the U.S. 
and added substantially to its base in Canada. 
The Olive Garden's strong results continue to 
confirm its aggressive expansion plans. Leeann 
Chin's continued to achieve very positive 
results in its expanded test. 

Despite development expense incurred to 
expand newer concepts and slower industry 
growth, Restaurant Group operating profits 
from continuing businesses rose 2.7 percent to 
$88.3 million. Sales increased 6.4 percent to 
$1.05 billion. These comparisons do not include 
$5.5 million in operating profits and $152.1 
million in sales contributed in 1985 by three 
restaurant businesses that have been sold. 


Operating Highlights 

Red Lobster USA, America's leading full- 
service dinnerhouse chain, posted record sales 
and operating profits. Sales grew 5.8 percent to 
$875.8 million. There were 389 Red Lobster 


units open in 34 states at the end of the fiscal 
year, up from 370 units at the close of 1985. 

Red Lobster USA maintained its high 
consumer ratings for food quality, variety and 
taste. New menu items reflect consumers' 
growing interest in fresh fish and food trends 
such as Cajun specialties and pasta dishes. 
Aggressive marketing of promotional events, 
including the very popular Lobsterfest, rein¬ 
forced Red Lobster's leadership position among 
seafood restaurants. 

Red Lobster is committed to providing the 
dining atmosphere that today's consumers 
desire. Remodeling of restaurant interiors and 
exteriors continues. The latest companywide 
employee training program has a goal of ensur¬ 
ing that every customer receives better service 
than expected on every visit. During 1987, Red 
Lobster USA plans to open 25 new restaurants. 

Red Lobster's expansion in international 
markets continues to look promising. Red 



Red Lobster resumed its expansion in the United 
States during 1986 , and began to accelerate its develop¬ 
ment of international markets . 
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Red Lobster USA is 
America's leading 
seafood dinnerhouse 
chain , offering a blend 
of great food and excep¬ 
tional service that wins 
high consumer ratings . 










Lobster Canada opened seven units during 

1986, for a total of nine in operation, and plans 
to add 36 new restaurants in 1987, primarily 
through conversion of Ponderosa restaurants 
acquired last October. Of those 36 new units, 

13 were open by the end of June and nine more 
were under construction. More than 160 
management personnel have been hired and 
trained since January. Red Lobster will become 
Canada's dominant seafood dinnerhouse chain in 

1987. Consumer acceptance in Canada has 
been excellent. 

In Japan, Red Lobster had nine restaurants in 
operation at year-end as part of a joint venture 
with Jusco, a leading Japanese retailer. Six of 
those units were opened during 1986, and 12 
more openings are planned for 1987. Red 
Lobster began television advertising in Tokyo 
this summer and initial results are promising. 

The Olive Garden's goal is to become Ameri¬ 
ca's leading Italian dinnerhouse restaurant. In 
1986, The Olive Garden grew from four to 14 
units, with annual sales per unit of more than 
$2 million. While the restaurants are located in 
diverse market areas, they have achieved 
consistently good performance. The Olive 
Garden menu offers a selection of northern 
and southern Italian dishes at moderate prices. 
A strong training program emphasizes 
Hospitaliano, The Olive Garden's philosophy 
of customer service, and will support the busi¬ 
ness's rapid expansion. The Olive Garden plans 
to open 35 to 40 new restaurants during 1987. 
Current expansion is primarily in southern, 
north central and western markets. 


York's continued its evolution from steak- 
house to contemporary mall restaurant. The 
menu has been enhanced, with fish, chicken 
and deli sandwiches providing wide variety. 

This change has been successful: approximately 
half the entrees sold now feature non-beef 
items. York's is also creating a more contempo¬ 
rary look in its 114 restaurants. 

The Restaurant Group is testing a new 
concept called Leeann Chin's , which offers 
premium-quality Chinese cuisine. Leeann Chin's 
currently operates three buffet restaurants and 
five carry-out units in the Minneapolis-St. Paul 
area. During 1987, Leeann Chin's will open 12 
more units, expanding into the Chicago market 
this September. 

The Restaurant Group in 1986 added a net of 
29 new units to its continuing businesses, 
ending the year with 534 company-owned 
restaurants and nine Japanese joint venture 
units. In 1987, the Restaurant Group plans to 
add more than 100 new units and remodel more 
than 200 Red Lobster and York's restaurants. 

Of the new units, more than two thirds will 
be conversions of existing restaurants. 

This method of expansion generally is faster, 
provides better locations and requires lower 
investment per unit. Furthermore, it does not 
increase the number of restaurants in the 
marketplace. 
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Red Lobster's new sign 
features updated graph 
ks and a ww logo. The 
sign is easily visible, 
and helps to comm&tti- 
eate that there's some¬ 
thing new til Red 
Lobster restaurants. 


***<*«$ 


Lteiidous Italian food i$ 
served with “H&sptiali- 
<wo'* at The Olive 
Garde?:. The restau 
rants offer a selection of 
northern md southern 
I to turn dishes at moder- 


Leeann Chin's Chinese 
cmsine has become a 
Minneapolis St. Paul 
favorite for both turn¬ 
out meals and restau¬ 
rant dining. 


Ihfit s new menu offers 

a variety of chicken and 

fish entrees, salads and 

deli sandwiches, in - p 

addition to tts tradi- r 

tional beef items . k ** 


Red^-9 
Lobster 
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Specialty Retailing 




ales from Specialty Retailing Group 
operations increased 26.9 percent in 
1986 to $474.3 million. Operating profits 
totaled $26.6 million, representing a strong 
recovery from last year's $1.7 million loss. A 
record year for Talbots, a return to profitability 
for Eddie Bauer and stable performance by the 
furniture operations combined to effect the 
turnaround in group results. Results also bene¬ 
fited from closing the unprofitable We Are 
Sportswear business. 


Talbots 

Talbots, the nation's largest retailer of updated, 
classic women's apparel, achieved strong finan¬ 
cial results in 1986 while rapidly expanding both 
its chain of retail stores and its catalog busi¬ 
ness, Talbots' sales grew 55 percent to $224.0 
million; earnings grew by an even greater 
percentage. 

Talbots' retail store operation, once concen¬ 
trated in New England, now reaches customers 
in 19 states. There were 84 Talbots stores open 
at the end of the year. Performance was strong 
across the board, with established stores 


achieving a 6 percent sales increase and the 25 
new stores opened in 1986 contributing strong 
sales volume. New stores in San Francisco, 
Atlanta and Seattle represented Talbots’ first 
retail operations in those major markets. 

Continued expansion of Talbots’ retail busi¬ 
ness is planned, with more than 20 new stores 
scheduled to open in 1987. Included in those 
openings will be Talbots’ first stores in Louis¬ 
ville, Minneapolis, Denver, San Antonio, 

Dallas, Kansas City, Charleston and Southern 
California. These stores are all scheduled to 
open during the first half of the fiscal year. 

Talbots recently installed customer telephone 
lines in each of its stores. The “Red Line” 
connects store customers directly with Talbots’ 
catalog sales department, providing immediate 
access to catalog merchandise inventory. This 
major improvement in customer service also 
increases store efficiency and overall sales. 

Sales for Talbots' highly successful mail order 
operation increased by more than 50 percent in 
1986, and catalog earnings were more than 
double last year’s results. Talbots increased its 
number of catalogs from 17 to 20, improved 
catalog quality and expanded circulation by 


Talbots select merchan¬ 
dise and customer serv¬ 
ice have made it the 
nation's leading retailer 
of classic womens 
clothing . 


Talbots' retail and mail order businesses are both 
experiencing impressive growth , maintaining qualities 
that win high customer satisfaction. 




















Etkhe Bauer promts 
quality- kmtre apparel, 
gift items and oufdmr 
gear for today's active 
lifestyles. 


Furniture that carries 
the mm? Tv.nnsylmnm 
House, offers style mtf 
Quality: In 1986 the 
company added a group 
of furniture collections 
that feature amtmpo- 
mry designs. 


Mail order operations 
at Talbots and Eddie 
Bauer are enjoying 
strung growth, benefit¬ 
ing fnm consumers' 
increasing demand for 


convenience. Both 
companies greatly 
increased catalog eircu 
lotion during 1986. 


almost 40 percent. Outstanding mailing list 
management resulted in highly profitable incre¬ 
mental circulation. Talbots' catalog business will 
be further expanded in 1987. The company will 
also substantially increase its proportion of 
exclusive merchandise marketed under the 
Talbots label. 

Eddie Bauer 

Eddie Bauer achieved alb percent increase in 
sales and registered good profits in 1986, 
reversing last year's loss. Eddie Bauer's 
merchandise assortment was refocused to give 
greater emphasis to quality leisure apparel and 
gift items for men and women. Price levels are 
highly competitive, consistent with the quality 
for which Eddie Bauer is renowned. During the 
last four months of 1986, comparable store 
sales grew 20 percent, confirming the success 
of Eddie Bauer's merchandise and pricing strat¬ 
egy, Annual results also benefited from the 
separation of the mail order and retail distribu¬ 
tion centers, and relocation of the latter to 
Columbus, Ohio. This action reduced costs and 
dramatically improved service to the stores 
and, ultimately, to Eddie Bauer customers. At 
the end of the year, Eddie Bauer had 39 stores 
in operation. 

Eddie Bauer's mail order business was up 
sharply in 1986, due in part to a successful 
program for better identifying and reaching 
prospective customers. Sales to first-time 
buyers were up more than 20 percent. 


Furniture 

Furniture Group America made progress in 
1986 toward the goal of broadening its business 
base. Pennsylvania House introduced a group of 
collections under the name Impressions , featur¬ 
ing contemporary designs. Other new product 
lines have also been introduced to the trade and 
the backlog of orders for all lines is at all-time 
high levels. Pennsylvania House now has 479 
dealers participating in its highly successful 
Gallery display program. Kittinger also identi¬ 
fied and successfully entered new target 
markets for growth in 1987. 

Furniture is General Mills' only durable 
goods business. The business is a strong 
performer and has good future prospects. 
However, the strategic plan for the Specialty 
Retailing Group is to seek accelerated growth 
through retail stores and mail order businesses. 

For these reasons, and as a result of recent 
inquiries and the high degree of equity market 
interest in furniture businesses, the company 
has retained the services of Dillon, Read & Co, 
Inc. to explore divestment alternatives for its 
furniture operations. General Mills will seri¬ 
ously consider offers that reflect current 
market value. 


TALBOTS 
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Corporate 

Responsibility 


n —- 

■ long with our commitment to offer 
I superior products and services and to 
achieve top financial results, General Mills is 
committed to recruiting and developing the best 
people in each of our industries* The company 
also believes strongly in taking action to make a 
difference in its communities. 


A Commitment to the Employee 

Outstanding people make General Mills a great 
company. Consequently, our goal is to attract 
and develop talented individuals. 

General Mills is committed to providing equal 
employment and advancement opportunities, 
and to maintaining nondiscriminatory compen¬ 
sation policies and practices. The company's 

A member of 
Retirement PL US, 
General Mills retiree 
Lila. Schermeister 
volunteers at the North 
Metro Developmental 
Achievement Center. 

The Minneapolis 
nonprofit agency’s 
preschool program helps 
young children who 
demonstrate develop¬ 
mental delays prepare 
for school. 



affirmative action objectives encompass the 
hiring and promotion of women, minorities, 
handicapped individuals, Vietnam-era veterans 
and older workers. The company believes its 
compensation and affirmative action systems 
ensure fair pay and opportunity for all employ¬ 
ees, and provide freedom from sex- and race- 
based wage discrimination. 

The company strives to utilize fully its minor¬ 
ity, female and handicapped employees. For 
example, the company's Disability Awareness 
Council has developed a number of programs to 
improve employment opportunities for the 
handicapped. In July, the company received a 
special award from the U.S. Department of 
Labor recognizing these efforts. 

Corporate Citizenship 

General Mills employees are encouraged to 
play active roles in their communities. In 
Minneapolis, the Community Action Team 
involved more than 500 employees in volunteer 


service last year. Retirement PLUS similarly 
promotes volunteerism by General Mills reti¬ 
rees. Other company locations are equally 
committed to volunteer efforts. 

General Mills is addressing broad areas of 
social concern. The nation's elderly are the 
focus of Altcare, a joint venture begun in 1983 
with the Wilder Foundation of St. Paul, Minn. 
Altcare has been the catalyst for Elder Home¬ 
stead, a 28-unit alternative to the nursing 
home, opening in a Minneapolis suburb this fall. 
If the prototype proves successful, it will be 
replicated elsewhere. Altcare has also played 
an important role in the success of the nation’s 
first senior HMO specializing in long-term care, 
and is planning an Alzheimer's Care Network. 

To promote child safety, Big G cereals has 
since 1985 distributed more than 120,000 child 
safety kits and printed photos of missing chil¬ 
dren on more than 50 million cereal boxes. A 
marionette show featuring Big G characters 
tours shopping malls and schools, combining 
entertainment and a strong safety message. 
General Mills Chairman Atwater is a member of 
the President's Child Safety Partnership, a 
national advisory committee established to 
recommend ways the public and private sectors 
can work together to promote child safety. 

Participation in Second Harvest, a nationwide 
system of food banks, is another key company 
effort. In 1986, General Mills donated more 
than 3 million pounds of food to the network. 
Cumulative contributions made since 1983 are 
nearly 9 million pounds. Company employees 
serve Second Harvest in various capacities, 
from board member to quality control advisor. 

The commitment to direct philanthropy 
continues. In 1986, the General Mills Founda¬ 
tion made grants totaling $6.1 million, and 
General Mills, Inc. and its subsidiaries provided 
$1.3 million in gifts. Colleges, universities and 
secondary schools received $541,131 through 
the foundation's employee gift-matching 
program. 

General Mills' Corporate Citizenship Report 
contains a more detailed discussion of commu¬ 
nity involvement and 1986 foundation grants. 
For a copy, write to: General Mills 
Public Affairs Department, P.O. Box 1113, 
Minneapolis, MN 55440. 
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Management 
Discussion of 
Financial Condition 
and Results of 
Operations 


DIVIDENDS PER SHARE 

(Dollars} 



5-year CGR: 9.4% 


Results of Operations 

Strong operating performance in fiscal 1986 
resulted in a 7.0 percent increase in sales to 
$4.59 billion and a 15.4 percent increase in 
earnings per share from continuing operations 
before redeployments to $4.11. Sales for 
continuing businesses grew 11.3 percent, 
primarily due to higher unit volume. Fiscal 1986 
earnings after tax from continuing operations 
were $183.5 million before redeployments, up 
15,1 percent from $159.4 million in fiscal 1985. 

Results for continuing operations are 
reported in the Letter to Shareholders under 
the heading “Operating Highlights”; that 
section is incorporated herein, A summary of 
operating results for the three major business 
areas, including operating profits before and 
after redeployments, is found in Note Sixteen 
to the Consolidated Financial Statements. The 
following segment comparisons exclude gains 
and losses from redeployments. 

Consumer Foods' operating profits increased 
15.9 percent in 1986 to $307.9 million as a 
result of increased sales volume and improved 
margins. Operating profits from continuing 
businesses (excluding $2.6 million from 
divested operations) declined 2.6 percent in 
1985 and increased 14.2 percent in 1984. The 
1985 decline reflected heavy marketing expend¬ 
itures behind new and established products. 

The 1984 increase reflected a combination of 
volume growth, strong margins, and productiv¬ 
ity gains. 

Restaurant operating profits were $88.3 
million in 1986, an increase of 2.7 percent over 
1985 excluding the $5.5 million in operating 
profits contributed last year by three divested 
operations. The increase was due primarily to 
increased sales per unit at Red Lobster, offset¬ 
ting higher development and new store opening 
expenses. Operating profits increased by 29.4 
percent in 1985 and decreased by 12.5 percent 
in 1984. The 1985 increase was due to restora¬ 
tion of strong operating trends by Red Lobster 
and improved performance in the Restaurant 
Group's other companies due to effective 
control of operating expenses. The decrease in 
1984 was due primarily to lower earnings at 
Red Lobster. 


Specialty Retailing continuing operations 
recorded operating profits of $26,6 million, 
compared to an operating loss in 1985 of $1.7 
million. This sharp improvement resulted from 
continued strong performance by Talbots and a 
profit recovery at Eddie Bauer. Operating prof¬ 
its were $19.8 million in 1984, up $9.4 million 
from the prior year. Talbots and Pennsylvania 
House furniture were both profitable in 1985; 
however, all other operations reported a loss 
due primarily to high expense levels in a soft 
retailing climate and poor response to new 
merchandising strategies. The 1984 increase in 
operating profits came primarily from Talbots' 
improved sales productivity, new store open¬ 
ings and increased mail order business. 

Interest expense in 1986 was $60.0 million 
as compared to $60.2 million in 1985. A 
decrease in short-term interest expense due to 
reduced debt levels and rate was essentially 
offset by an increase in long-term interest 
expense and tax benefit lease interest stem¬ 
ming from increased debt levels. Interest 
income rose $7,6 million to $21.2 million, due 
to increased short-term investments and higher 
income from long-term investments in U.S. 
Treasury securities. Interest expense in 1985 
was nearly double the 1984 amount of $31.5 
million due to increased debt levels. 1984 inter¬ 
est expense was down from 1983 due to lower 
short-term interest rates. 

The effective income tax rate was 43.3 
percent, 41.1 percent, and 43.2 percent in 
fiscal 1986, 1985 and 1984, respectively. The 
lower rate in 1985 was due primarily to a 
greater impact from investment tax credits, 
resulting from lower pre-tax earnings. 
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Fiscal 1985 results were significantly affected 
by the company's restructuring program. 
Included in that program were the spin-offs of 
major segments of the Toy and Fashion busi¬ 
nesses, and the disposition of three small 
restaurant companies, three specialty retailing 
businesses and one fashion company. After-tax 
charges of $188.3 million for discontinued oper¬ 
ations and $44.0 million for redeployments in 
continuing businesses resulted in a net loss of 
$72.9 million in 1985. The actual spin-offs and 
company dispositions occurred in 1986, result¬ 
ing in significant positive cash flow for General 
Mills. There was no after-tax effect from 
discontinued operations or redeployments in 
1986. See Notes Two and Three to the Consoli¬ 
dated Financial Statements for additional details 
related to discontinued operations and 
redeployments. 

The strong 1986 operating performance 
resulted in a return on average equity of 21.5 
percent as compared to (6.5) percent in 1985 
and 19.0 percent in 1984. The fiscal 1986 ROE 
ranks well within the top quartile of returns by 
major American corporations. The negative 
return in 1985 was due to charges related to 
the company's corporate restructuring program 
as described above. 

Comments relating to the effects of inflation 
are contained in Note Eighteen to the Consoli¬ 
dated Financial Statements. 


Financial Condition 

General Mills' balance sheet and overall finan¬ 
cial condition are strong. The company is 
committed to managing its businesses and 
leverage so as to maintain at least an “A” bond 
rating and allow access to both short- and long¬ 
term financing at reasonable costs. Currently, 
General Mills' publicly issued long-term debt 
carries U A2" (Moody's Investors Services, Inc.) 
and “A + ” (Standard & Poor's Corporation) 
ratings. Our commercial paper carries the 
top ratings of “P-1" (Moody's) and “A-l + " 
(Standard & Poor's). 

Sources and uses of cash in the past three 
fiscal years are shown in the table below. 

Operations generated significantly more cash 
in 1986 than in the prior two years, despite the 
increased use of cash by discontinued opera¬ 
tions before their disposition. Continuing opera¬ 
tions, with increased earnings and a reduced 
level of working capital, provided more than 
$100 million cash in excess of capital expendi¬ 
ture and dividend requirements. 

Total outstanding debt was substantially 
decreased in 1986 after an increase in 1985. 
Approximately $385 million in cash was 
provided in 1986 from dispositions, including 
approximately $100 million from redeployments 
and the balance from discontinued operations 
including the spin-offs of the Toy and Fashion 
operations. The 1985 debt increase related to 
increased use of cash by operations. 


Cash Source (Use) 

me 

1985 

1984 

From Operations 

$ 351.3 

(In Millions) 

$ 64.3 

$ 236.1 

Fixed Assets and Other Investments-Net 

(237.2) 

(200.5) 

(258.8) 

From Dispositions of Businesses 

385.2 

11.6 

268.8 

Dividends Paid 

(100.9) 

(100.4) 

(96.0) 

Increase (Decrease) in Outstanding Debt-Net 

(421.4) 

220.1 

(190.8) 

From Issuance of Debt Warrants 

— 

4.0 

— 

(Increase) Decrease in U.S. Treasury Securities 

11.2 

(65.5) 

— 

From Tax Lease Investments-Net 

113.3 

111.0 

179.7 

Treasury Stock Purchases 

— 

(53.8) 

(141.4) 

Common Stock Issued 

22.0 

10.0 

10.4 

Increase in Cash and Short-term Investments 

$ 123.5 

$ 0.8 

$ 8.0 












1986 

1985 

1984 

1983 

1982 

Notes Payable 

$ 4.7 

<Drlla'- .i, as Fiscal Yiat hurt., 

S 379.8 $ 251.0 $ 401.9 

$ 409.2 

Current Portion of 1 ong-lerm Debt 

10.5 

59.4 

60.3 

17.5 

20.0 

Long-term Debt 

458.3 

449.5 

362.6 

464.0 

331.9 

Deferred Income Taxes-Tax Leases 

78.1 

60.8 

— 

— 

— 

Total Debt 

551.6 

949.5 

673.9 

883.4 

761.1 

Stockholders' Equity 

682.5 

1,023.3 

1.224.6 

1,227.4 

1.232.2 

Total Capital 

$1,234.1 

$1.972.8 

$1,898.5 

$2,110.8 

$1,993.3 

Debt as a Percent of Capital 

44.7% 

48.1% 

35.5% 

41.9% 

38.2% 


Year-end debt was 44.7 percent of total capi¬ 
tal in 1986, down from 48,1 percent in 1985. 
This reflects both the decreased debt referred 
to above as well as reduced total capital result¬ 
ing from the spin-offs. The company expects to 
maintain its 1986 year-end debt ratio through 
1987. Year-end debt includes notes payable, 
long-term debt {including the current portion) 
and deferred income taxes—tax leases (essen¬ 
tially financing resulting from the company's tax 
lease transactions). The amount of deferred 
income taxes—tax leases is expected to 
increase to approximately $210 million and 
$240 million at the end of fiscal 1987 and 1988, 
respectively, and then will fall gradually 
through fiscal 2026. The composition of capital 
for the last five years is presented in the 
table above. 

Commercial paper has historically been the 
primary source of external short-term 
financing. At the end of 1986 there was no 
outstanding commercial paper; however, bank 
credit lines are maintained to ensure availability 
of short-term funds on an as needed basis. 

Up to $200 million of unsecured debt is still 
available for issuance under shelf registration 
statements filed with thu Securities and 
Exchange Commission in June 1984 and July 
1982. 

In 1986, $74.2 million principal amount of 
12% Series B notes due December 19, 1991, 
were issued upon exercise oi wai rants, and 
$64.2 million principal amount of 12% Series A 
notes were called. Also in 1986, $75.9 million 
face amount ($3.9 million current balance) of 
the 11.14% zero coupon notes due August 15, 
2013, and $73.4 million face amount ($9.1 
million current balance) of the 11,73% zero 
coupon notes duo August 15, 2004, were 
purchased. In a related transaction, $163.2 
million face amount ($16.9 million current 
balance) of l S, Treasury securities > purchased 


with the original zero coupon note proceeds) 
were sold. Further, in 1986, $50.0 million of 
12 5 A% long-term notes were retired. 

1987 capital expenditures are estimated to be 
in excess of $300 million. It is anticipated that 
these expenditures will be financed from 
internally generated cash. 


CAPITAL EXPENDITURES 

(Millions of Dollars) 
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Report of Management Responsibilities 

The management of General Mills, Inc. includes corporate 
executives, operating managers, controllers and other 
personnel working full time on company business. These 
people are responsible for the fairness and accuracy of our 
financial statements. The statements have been prepared in 
accordance with generally accepted accounting principles, 
using management's best estimates and judgments where 
appropriate. The financial information throughout this report 
is consistent with our financial statements. 

Management has established a system of internal controls 
which we believe provides reasonable assurance that, in all 
material respects, assets are maintained and accounted for in 
accordance with management's authorizations, and transac¬ 
tions are recorded accurately on our books. 

Our internal audit program is designed for periodic evalua¬ 
tion of the adequacy and effectiveness of the internal controls. 
Audits evaluate adherence to established policies and 
procedures. Our formally stated and communicated policies 
demand high ethical standards of employees. 

The Audit Committee of the Board of Directors is com¬ 
posed solely of outside directors. The Committee meets 
periodically with management, internal auditors and indepen¬ 
dent public accountants to review the work of each and to 
satisfy itself that the respective parties are properly dis¬ 
charging their responsibilities. Independent public account¬ 
ants, internal auditors and the Controller have full and free 
access to the Audit Committee at any time. 

Peat, Marwick, Mitchell & Co., independent certified 
public accountants, are retained to examine the consolidated 
financial statements. Their opinion follows. 


Auditors' Report 

The Stockholders and the Board of Directors of 
General Mills, Inc.: 

We have examined the consolidated balance sheets of General 
Mills, Inc. and subsidiaries as of May 25, 1986 and May 26, 
1985 and the related consolidated statements of earnings, 
retained earnings and changes in financial position for each of 
the fiscal years in the three-year period ended May 25, 1986. 
Our examinations were made in accordance with generally 
accepted auditing standards and, accordingly, included such 
tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

In our opinion, the aforementioned consolidated financial 
statements present fairly the financial position of General 
Mills, Inc. and subsidiaries at May 25, 1986 and May 26, 

1985 and the results of their operations and the changes 
in their financial position for each of the fiscal years in the 
three-year period ended May 25, 1986, in conformity with 
generally accepted accounting principles applied on a 
consistent basis. 

Minneapolis, Minnesota ' 

July 10, 1986 


H. B. Atwater, Jr. 
Chairman of the Board and 
Chief Executive Officer 


F. C. Blodgett 

Vice Chairman of the Board, 

Chief Financial and Administrative Officer 

M. H. Willes 
President 
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Consolidated Statements of Earnings 


General Mills, Inc. and Subsidiaries 

Fiscal Year Ended 



May 25, 1986 

May 26, 1985 

May 27, 1984 

CONTINUING OPERATIONS: 

SALES 

COSTS AND EXPENSES: 

Cost of sales, exclusive of items below 

Selling, general and administrative expenses 

Depreciation and amortization expenses 

Interest expense, net 

(Amounts in Millions, Except Per Share Data) 

$4,586.6 $4,285.2 $4,118.4 

2,563.9 2,474.8 2,432.8 

1,545.7 1,381.7 1,263.9 

113.1 110.4 99.0 

38.8 46.6 19.1 

TOTAL COSTS AND EXPENSES 

4,261.5 

4,013.5 

3,814.8 

EARNINGS FROM CONTINUING OPERATIONS—PRETAX 

GAIN (LOSS) FROM REDEPLOYMENTS 

325.1 

(1.5) 

271.7 

(75.8) 

303.6 

53.0 

EARNINGS FROM CONTINUING OPERATIONS AFTER 

REDEPLOYMENTS—PRETAX 

INCOME TAXES 

323.6 

140.1 

195.9 

80.5 

356.6 

153.9 

EARNINGS FROM CONTINUING OPERATIONS AFTER REDEPLOYMENTS 

183.5 

115.4 

202.7 

EARNINGS PER SHARE—CONTINUING OPERATIONS AFTER REDEPLOYMENTS 

$ 4.11 

$ 2.58 

$ 4.32 

DISCONTINUED OPERATIONS AFTER TAX 

— 

(188.3) 

30.7 

NET EARNINGS (LOSS) 

$ 183.5 

$ (72.9) 

$ 233.4 

NET EARNINGS (LOSS) PER SHARE 

$ 4.11 

$ (1.63) 

$ 4.98 

AVERAGE NUMBER OF COMMON SHARES 

44.6 

44.7 

46.9 


Consolidated Statements of Retained Earnings 




Fiscal Year Ended 



May 25, 1986 

May 26, 1985 

May 27, 1984 


(Amounts in Millions , Except Per Share Data,) 

RETAINED EARNINGS AT BEGINNING OF YEAR 

$1,201.7 

$1,375.0 

$1,237.6 

Net earnings (loss) 

Deduct dividends of $2.26 per share in 1986, $2.24 per share in 1985 

183.5 

(72.9) 

233.4 

and $2.04 per share in 1984 

Distribution of equity to stockholders from spin-off of Toy and 

(100.9) 

(100.4) 

(96.0) 

Fashion operations 

(471.4) 

— 

— 

RETAINED EARNINGS AT END OF YEAR 

$ 812.9 

$1,201.7 

$1,375.0 


See accompanying notes to consolidated financial statements . 
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Consolidated Balance Sheets 

General Mills , Inc. and Subsidiaries 


Fiscal Year Ended 


ASSETS 

May 25, 1986 

May 26, 1985 


(In Millions) 

CURRENT ASSETS: 



Cash 

$ 56.4 

$ 49.4 

Short-term investments 

133.9 

17,4 

Receivables, less allowance for doubtful accounts of $6.3 in 1986 and $4.0 in 1985 

220.0 

284.5 

Inventories 

350.9 

377.7 

Prepaid expenses 

32.8 

31.5 

Net assets of discontinued operations and redeployments 

10.4 

517.5 

TOTAL CURRENT ASSETS 

804.4 

1,278.0 

LAND, BUILDINGS AND EQUIPMENT, AT COST: 



Land 

100.9 

93.3 

Buildings 

583.2 

524.4 

Equipment 

894.7 

788.1 

Construction in progress 

132.2 

80.2 

Total Land, Buildings and Equipment 

1 , 711.0 

1,486.0 

Less accumulated depreciation 

( 626 . 1 ) 

(530.0) 

NET LAND, BUILDINGS AND EQUIPMENT 

1 , 084.9 

956.0 

OTHER ASSETS: 



Net noncurrent assets of businesses to be spun off 

— 

206.5 

Intangible assets, principally goodwill 

53.4 

50.8 

Investments and miscellaneous assets 

143.5 

162.7 

TOTAL OTHER ASSETS 

196.9 

420.0 

TOTAL ASSETS 

$ 2 , 086.2 

$2,654.0 


LIABILITIES AND STOCKHOLDERS’ EQUITY 

CURRENT LIABILITIES: 



Accounts payable 

$ 382.4 

$ 352.2 

Current portion of long-term debt 

10.5 

59.4 

Notes payable 

4.7 

379.8 

Accrued taxes 

97.5 

1.4 

Accrued payroll 

100.6 

91.8 

Other current liabilities 

167.1 

164.0 

TOTAL CURRENT LIABILITIES 

762.8 

1,048.6 

LONG-TERM DEBT 

458.3 

449.5 

DEFERRED INCOME TAXES 

49.7 

29.8 

DEFERRED INCOME TAXES TAX LEASES 

78.1 

60.8 

OTHER LIABILITIES AND DEFERRED CREDITS 

54.8 

42.0 

TOTAL LIABILITIES 

1 , 403.7 

1,630.7 

STOCKHOLDERS' EQUITY: 



Common stock 

215.9 

213.7 

Retained earnings 

812.9 

1,201.7 

Less common stock in treasury, at cost 

( 314 . 1 ) 

(333.9) 

Cumulative foreign currency adjustment 

( 32 . 2 ) 

(58.2) 

TOTAL STOCKHOLDERS' EQUITY 

682.5 

1,023.3 

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY 

$ 2 , 086.2 

$2,654.0 


— 



See accompanying notes to consolidated financial statements. 
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Consolidated Statements of Changes in Financial Position 


General Mills, Inc . and Subsidiaries 

Fiscal Year Ended 



May £5, 19S6 

May 2d, 1985 

May 27. 1984 



(In Millions) 


FUNDS PROVIDED (USED) BY OPERATIONS: 




Earnings from continuing operations after redeployments 

$183.5 

$115.4 

$202.7 

Depreciation and amortization 

113.1 

110.4 

99.0 

Deferred income taxes 

26.9 

(19.4) 

(17.2) 

(Gain) loss from redeployment program, net 

— 

44.0 

(28.5) 

Other 

9.7 

(9.1) 

0.4 

Funds provided by continuing operations before redeployments 

333.2 

241.3 

256.4 

(Increase) decrease in working capital used by continuing operations 

133.3 

(90.9) 

(4-4) 

Cash provided by continuing operations 

466.5 

150.4 

252.0 

Cash used by discontinued operations 

(115.2) 

(86.1) 

(15.9) 

CASH PROVIDED BY OPERATIONS 

351.3 

64.3 

236.1 

FUNDS PROVIDED (USED) BY INVESTMENTS: 




Purchase of land, buildings and equipment 

(244.9) 

(209.7) 

(282.4) 

Purchase price of businesses acquired, net of cash received 

— 

(10.2) 

— 

Cash provided by disposal of land, buildings and equipment 

19.0 

22.3 

11.7 

Proceeds from dispositions 

385.2 

11.6 

268.8 

Other, net 

(11.3) 

(2.9) 

11.9 

CASH PROVIDED (USED) BY INVESTMENTS 

148.0 

(188.9) 

10.0 

FUNDS USED FOR DIVIDENDS 

(100.9) 

(100.4) 

(96.0) 

FUNDS PROVIDED (USED) BY FINANCING: 




Increase (decrease) in notes payable 

(376.0) 

129.6 

(147.2) 

Issuance of long-term debt and debt warrants 

99.1 

197.7 

15.5 

Reduction of long-term debt 

(144.5) 

(103.2) 

(59.1) 

(Increase) decrease in U,S. Treasury securities 

11.2 

(65.5) 

— 

Cash flows from tax leases 

113.3 

111.0 

179.7 

Purchase of stock for treasury 

— 

(53.8) 

(141.4) 

Common stock issued 

22.0 

10.0 

10.4 

CASH PROVIDED (USED) BY FINANCING 

(274.9) 

225.8 

(142.1) 

INCREASE IN CASH AND SHORT-TERM INVESTMENTS 

$123.5 

$ 0.8 

$ 8.0 

(INCREASE) DECREASE IN WORKING CAPITAL USED BY CONTINUING OPERATIONS: 




Receivables 

$ 81.6 

$ (9.4) 

$(17.5) 

Inventories 

34.7 

(63.5) 

9.3 

Prepaid expenses and other current assets 

5.5 

9.9 

2.5 

Accrued taxes 

4.5 

(98.7) 

(5.8) 

Accounts payable and other current liabilities 

7.0 

70.8 

7.1 

(INCREASE) DECREASE IN WORKING CAPITAL USED BY CONTINUING OPERATIONS 

$133.3 

$(90.9) 

$ (4.4) 


See accompanying notes to consolidated financial statements . 
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Notes to Consolidated Financial Statements 

General Mills , Inc . cm/ Sw&stdfcines 

Note One: Summary of Significant Accounting 
Policies 

A . Principles of Consolidation 

The consolidated financial statements include the following 
domestic and foreign operations: parent company and 100% 
and majority owned subsidiaries other than General Mills 
Finance, Inc.; and General Mills' investment in and share of 
net earnings or losses of 20-50% owned companies. General 
Mills Finance, Inc. is accounted for by the equity method 
because of the different nature of its operations. 

Our fiscal year ends on the last Sunday of May. Fiscal 
years 1986, 1985 and 1984 each consisted of 52 weeks. The 
fiscal years of foreign operations generally end in April. 

Certain 1985 and 1984 amounts have been reclassified to 
conform to the 1986 presentation. 

B. Land , Buildings, Equipment and Depreciation 
Buildings and equipment are depreciated over estimated 
useful lives ranging from 3-50 years, primarily using the 
straight-line method. Accelerated depreciation methods are 
generally used for income tax purposes. 

When an item is sold or retired, the accounts are relieved 
of cost and the related accumulated depreciation; the 
resulting gains and losses, if any, are recognized. 

C. Inventories 

Inventories are valued at the lower of cost or market. Certain 
domestic inventories are valued using the LIFO method, 
while other inventories are generally valued using the FIFO 
method. 

D. Amortization of Intangibles 

Goodwill represents the difference between purchase prices 
of acquired companies and the related fair values of net 
assets acquired and accounted for by the purchase method of 
accounting. Any goodwill acquired after October 1970 is 
amortized on a straight-line basis over 40 years or less. 

The costs of patents, copyrights and other intangible 
assets are amortized evenly over their estimated useful lives. 
Most of these costs were incurred through purchases of 
businesses. 

Annually, the Audit Committee of the Board of Directors 
reviews goodwill and other intangibles. At its meeting on 
April 28, 1986, the Board of Directors confirmed that the 
remaining amounts of these assets have continuing value. 

E. Research and Development 

All expenditures for research and development are charged 
against earnings in the year incurred. The charges for fiscal 
1986, 1985 and 1984 were $41.7 million, $38.7 million and 
$32.3 million, respectively. 

F. Income Taxes 

Income taxes include deferred income taxes, which result 


from timing differences between earnings for financial 
reporting and tax purposes. Investment tax credits are 
reflected as reductions of income taxes in the year eligible 
assets are placed in service. 

G. Earnings (Loss) Per Share 

Earnings (loss) per share has been determined by dividing 
net earnings (loss) by the weighted average number of 
common shares outstanding during the year. Common share 
equivalents were not material. 

//. Foreign Currency Translation 

For most foreign operations, local currencies are considered 
the functional currency. Assets and liabilities are translated 
using the exchange rates in effect at the balance sheet date. 
Results of operations are translated using the average 
exchange rates prevailing throughout the period. Translation 
effects are accumulated as part of the foreign currency 
adjustment in stockholders' equity. 

Gains and losses from foreign currency transactions are 
generally included in net earnings for the period. 

Note Two: Discontinued Operations 

In fiscal 1985, the Board of Directors authorized the disposi¬ 
tion of the Toy and Fashion segments of our business and the 
non-apparel retailing businesses within our Specialty Retailing 
segment. 

On November 1, 1985, we completed the divestiture of the 
major portions of our Toy and Fashion operations through a 
distribution of the shares to our stockholders (“spin-offs”) of 
two separate freestanding companies, Kenner Parker Toys 
Inc. and Crystal Brands, Inc. The spin-off distributions 
reduced “Stockholders' Equity” by a net $444.2 million 
(composed of decreases in retained earnings of $471.4 million 
and in the cumulative foreign currency adjustment of $27.2 
million). 

We have also completed the disposition of our Mexican toy 
business, and the sale of Leewards and the Wallpapers To Go 
operations. 

Presently, the results from these discontinued operations' 
transactions are in accordance with the reserves established 
during fiscal 1985, and therefore no adjustments to the 
reserves have been recorded in fiscal 1986. 

The Consolidated Statements of Earnings show continuing 
and discontinued operations separately for the periods 
presented. The fiscal 1985 discontinued operations after-tax 
loss of $188.3 million ($4.21 per share) includes both oper¬ 
ating results and the estimated reserve for loss upon disposal 
of those activities. The fiscal 1984 discontinued operations 
after-tax income of $30.7 million ($.66 per share) is from 
operating results. 

The Notes to Consolidated Financial Statements relate to 
continuing operations only. 

Note Three: Redeployment Program 

During fiscal 1986, minor redeployment charges were made 
as well as adjustments to previously established redeploy¬ 
ment items with no after-tax effect on net earnings. 
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Fiscal 1985 results included an after-tax charge of $44.0 
million ($.98 per share), resulting from decisions to dispose 
of We Are Sportswear, a Specialty Retailing operation, and 
Casa Gallardo, Darryl's and The Good Earth restaurant 
chains; other restructuring costs; and adjustments to previ¬ 
ously established redeployment items. 

Operations involved in the fiscal 1985 dispositions repre¬ 
sented approximately 4.2% of fiscal 1984 sales and approxi¬ 
mately . 1% of fiscal 1984 operating profits. 

Fiscal 1984 results included an after-tax gain of $28.5 
million ($.60 per share) in connection with the redeployment 
program. The most significant item was the sale of the net 
assets of Tom's Foods, which resulted in an after-tax gain of 
$73.7 million. This was offset by losses associated with the 
disposition of assets that did not fit our ongoing strategy, the 
closing of certain low volume or marginal Specialty Retailing 
and Restaurant operations, and the undertaking of a major, 
chain-wide Red Lobster restaurant market repositioning and 
store renovation program. 

Operations involved in the fiscal 1984 dispositions repre¬ 
sented approximately 8.2% of fiscal 1983 sales and approxi¬ 
mately 10.4% of fiscal 1983 operating profits. 

Note Four: Foreign Currency Translation 

The following is an analysis of the changes in the cumulative 
foreign currency adjustment equity account: 


Fiscal Year 



1986 1985 

Balance, beginning of year 

(In Millions) 

$58.2 $74.0 

Adjustments during the year, including 
applicable income taxes of $10.3 in 
1986 and $5.3 in 1985 

2.7 15.3 

Amounts charged to discontinued 
operations as a result of the 
divestiture of certain foreign 
operations 

(1.5) (31.1) 

Amount distributed from spin-off of Toy 
and Fashion operations 

(27.2) — 

Balance, end of year 

$32.2 $58.2 

Note Five: Inventories 

The components of year-end inventories are as follows: 


May 25, May 26, 


1986 1985 


(In Millions) 

Raw materials, work in process 


and supplies 

$141.8 

$146.4 

Finished goods 

230.2 

243.9 

Grain 

24.7 

34.9 

Reserve for LIFO cost valuation 

.(45.8) 

(47.5) 

Total inventories 

$350.9 

$377.7 


At May 25, 1986, and May 26, 1985, respectively, $134.3 
million and $170.4 million were valued at LIFO. If the FIFO 
method of inventory accounting had been used in place of 


LIFO, reported earnings per share would have been lower by 
$.02 in fiscal 1986 and $.07 in fiscal 1985, and higher by $.05 
in fiscal 1984. 

Note Six: Tax Leases 

In prior years we purchased certain income tax items from 
other companies through tax lease transactions. These trans¬ 
actions resulted in cash flows during fiscal 1986 that provided 
$113.3 million, which will be repaid over the remaining life of 
the arrangements. This liability is classified as “Deferred 
Income Taxes—Tax Leases" (see Note Fourteen). 


Note Seven: Short-Term Borrowings 

The components of notes payable are as follows: 



May 25, 

May 26, 


1986 

1985 


(In Millions) 

U.S. commercial paper 

$ - 

$314.6 

Banks 

4.7 

65.0 

Miscellaneous 

— 

0.2 

Total notes payable 

$ 4.7 

$379.8 

To ensure the availability of funds during the year, we 

maintained bank credit lines sufficient to cover our out- 


standing commercial paper. As of May 25, 1986, we had 
$33.0 million of such domestic lines available. These lines are 
on a fee-paid basis. As of May 25, 1986, foreign subsidiaries 
had $17.9 million of unused credit lines. The amount and cost 
of the credit lines are generally renegotiated each year. 

Note Eight: Long-Term Debt 




May 25, 

May 26, 


1986 

1985 


(In Millions) 

Zero coupon notes, yield 11.14%, 
$924.1 due August 15, 2013 

9%% sinking fund debentures, due 

$49.4 

$48.1 

March 1, 2009 

Zero coupon notes, yield 11.73%, 

113.3 

113.3 

$176.6 due August 15, 2004 

12% Series A notes due 

22.4 

28.3 

December 19, 1991 

35.8 

100.0 

12% Series B notes due 

December 19, 1991 

Zero coupon notes, yield 14%%, 

74.3 

— 

$102.5 due June 30, 1991 

Zero coupon notes, yield 13,3%, 

50.0 

43.4 

$100 due January 4, 1988 

81.3 

71.5 

12%% notes due August 15, 1985 
Other, no individual item larger 

— 

50.0 

than $4.7 

42.3 

54.3 


468.8 

508.9 

Less amounts due within one year 

(10.5) 

(59.4) 

Total long-term debt 

$458.3 

$449.5 
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In fiscal 1985, we filed a shelf registration, statement with 
the Securities and Exchange Commission for the issuance of 
up to $150 million net proceeds in unsecured debt securities 
to reduce short-term debt and for other general corporate 
purposes. In addition, $50 million net proceeds in unsecured 
debt securities is still available for issuance under a previ¬ 
ously filed shelf registration statement. 

In fiscal 1985, we issued outside of the United States 
$1 billion face amount, $45.4 million net value, of zero coupon 
notes yielding 11.14% that will mature on August 15, 2013, 
and $250 million face amount, $26.3 million net value, of zero 
coupon notes yielding 11.73% that will mature on August 15, 
2004. In fiscal 1986, we purchased $75.9 million face amount 
of the 11.14% zero coupon notes and $73,4 million face 
amount of the 11.73% zero coupon notes. 

We also, in fiscal 1985, issued outside of the United States 
$100 million principal amount of 12% Series A notes maturing 
on December 19, 1991. In the same offering, we issued 
100,000 warrants, net value $4 million, which expire on 
December 19, 1989, to purchase an additional $100 million 
principal amount of 12% Series B notes maturing on 
December 19, 1991. In fiscal 1986, certain of these debt 


warrants were exercised resulting in the issuance of $74.3 
million principal amount of the 12% Series B notes. We have 
called $64.2 million of the 12% Series A notes. 

In fiscal 1986, we purchased zero coupon notes as noted 
above. This transaction decreased fiscal 1986 net earnings by 
$2.9 million ($.07 per share). In a related transaction, we 
sold U.S. Treasury securities (which we purchased with the 
original debt proceeds) and increased fiscal 1986 net earnings 
by $5.0 million ($.11 per share). In fiscal 1985, we satisfied 
the future requirements of certain sinking fund debentures 
through the deposit of U.S, obligations in an irrevocable 
trust. This transaction increased fiscal 1985 net earnings by 
$6.7 million ($.15 per share). In fiscal 1984, we satisfied the 
future requirements of certain sinking fund debentures 
through the deposit of primarily U.S. obligations in an irrev¬ 
ocable trust. This transaction increased fiscal 1984 net earn¬ 
ings by $4.0 million ($.09 per share). 

The sinking fund and principal payments due on long-term 
debt are (in millions) $10.5, $83.4, $1.8, $6.7 and $6.7 in 
fiscal years ending 1987, 1988, 1989, 1990 and 1991, 
respectively. 


Note Nine: Changes in Capital Stock 


$.75 Par Value 
Common Stock 

(70,000,000 Shares Authorized) 


Issued In Treasury 



Shares 

Amount 

Shares 

Amount 

Balance at May 29, 1983 

51,038,333 

(Dollars in Millions) 

$217.9 3,238,260 

$163.3 

Stock option, profit sharing and employee stock 
ownership plans 


(2.5) 

(246,752) 

(12.4) 

Shares issued for acquisitions and other 

— 

— 

(10,619) 

(0.5) 

Shares repurchased on open market 

— 

— 

2,793,524 

141.4 

Balance at May 27, 1984 

51,038,333 

215.4 

5,774,413 

291.8 

Stock option, profit sharing and employee stock 
ownership plans 


(1.7) 

(228,990) 

(11.5) 

Shares issued for acquisitions and other 

— 

— 

(2,938) 

(0.2) 

Shares repurchased on open market 

— 

— 

1,055,024 

53.8 

Balance at May 26, 1985 

51,038,333 

213.7 

6,597,509 

333.9 

Stock option, profit sharing and employee stock 
ownership plans 


2.2 

(393,019) 

(19.8) 

Balance at May 25, 1986 

51,038,333 

$215.9 

6,204,490 

$314.1 
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Cumulative preference stock of 5,000,000 shares, without 
par value, is authorized but unissued. 

On February 24, 1986, the Board of Directors declared a 
distribution of one right for each outstanding share of 
common stock to holders of record on March 7, 1986. Each 
right entitles the holder to purchase one one‘hundredth of a 
share of cumulative preference stock (or, in certain circum¬ 
stances, common stock or other securities), exercisable upon 
the occurrence of certain events. The rights are not exercis¬ 
able or transferable apart from the common stock until a 
person or group has acquired 20 percent or more, or makes a 
tender offer for 30 percent or more, of the common stock. If 
the company is acquired in a merger or other business combi¬ 
nation transaction, each right will entitle the holder to 
receive, upon exercise, common stock of either the company 
or the acquiring company having a value equal to two times 
the exercise price of the right. The rights are redeemable at 
five cents each at any time until the 30th day following public 
announcement that a 20 percent position in our common 
stock has been acquired. The rights expire on March 7, 

1996. At May 25, 1986, there were 44.8 million rights issued 
and outstanding. 

The Board of Directors has authorized the repurchase, 
from time to time, of common stock for our treasury, 
provided that the number of shares in the treasury shall not 
exceed 8,500,000. 

Shares of common stock are potentially issuable for the 
following purposes: 


Number of Shares 
as of May 25, 1986 

Stock options outstanding 1,713,828 

Stock options available for grant 1,565,230 

Incentive plans 24,064 


Note Ten: Stock Options 

The following table contains information on stock options: 


Average Option 
Price Per 



Shares 

Share 

Granted: 



1986 

223,950 

$59.45 

1985 

512,150 

52.48 

1984 

250,000 

51.82 

Exercised: 

1986 

353,799 

$35.65 

1985 

273,193 

31.19 

1984 

272,182 

29.08 

Expired: 

1986 

72,944 

$43.45 

1985 

143,946 

36.12 

1984 

65,881 

33.64 

Outstanding at year-end: 

1986 

1,713,828 

$40.81 

1985 

1,710,592 

42.33 

1984 

1,615,581 

36.67 

Exercisable at year-end: 

1986 

1,165,878 

$36.59 

1985 

926,495 

34.84 

1984 

1,008,943 

30.52 


Options for a total of 1,565,230 shares are available for 
grant to officers and key employees under our 1984 stock 
option plan, under which grants may be made until 
September 30, 1988. The options may be granted subject to 
approval of the Compensation Committee of the Board of 
Directors at a price not less than 100% of the fair market 
value on the date the option is granted. Options now 
outstanding include some granted under the 1975 and 1980 
option plans, under which no further options may be granted. 
All options expire within 10 years plus 30 days after the date 
of grant. 

The 1975 plan permitted the granting of stock appreciation 
rights (SARs) in tandem with some options granted to certain 
individuals. Upon exercise of an SAR, the option for a corre¬ 
sponding number of shares of stock is cancelled and the 
holder receives in cash or stock an amount equal to the 
appreciation between the option price and the market value of 
the stock on the date of exercise. This amount may not 
exceed the option price. On May 25, 1986, there were 
37,501 SARs outstanding. The weighted average option price 
of the related stock options was $25.45. 
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The 1980 and 1984 plans permit the granting of perform¬ 
ance units corresponding to stock options granted. The value 
of performance units will be determined by return on equity 
and growth in earnings per share measured against preset 
goals over three-year performance periods. For seven years 
after a performance period, holders may elect to receive the 
value of performance units (with interest) as an alternative to 
exercising corresponding stock options. On May 25, 1986, 
there were 912,261 outstanding options with corresponding 
performance units or performance unit accounts. 

The 1984 plan provides for granting of incentive stock 
options as well as non-qualified options. No incentive stock 
options have yet been granted. 

The number and price of option shares outstanding when 
the Toy and Fashion operations were spun off were adjusted 
in proportion to the market value of the shares of those 
companies distributed to our stockholders. This adjustment 
increased the number of options outstanding by 206,029 
shares and decreased the price of the option shares 
outstanding by approximately 10%. 


Note Eleven: Interest Expense 

The components of net interest expense are as follows: 

Fiscal Year 



1986 

1985 

1984 

Interest expense 

$64.1 

(In Millions) 

$62.7 

$37.0 

Capitalized interest 

(4.1) 

(2.5) 

(5.5) 

Interest income 

(21.2) 

(13.6) 

(12.4) 

Interest expense, net 

$38.8 

$46.6 

$19.1 


Note Twelve: Employees’ Retirement Plans 

We have retirement plans covering most employees. Certain 
retirement plans associated with the Toy and Fashion opera¬ 
tions were spun off with those businesses. Prior years’ 
amounts have been restated to reflect continuing operations. 
Our contributions to these plans, which are expensed and 
funded on a current basis, were $32.4 million in fiscal 1986, 
$33.6 million in fiscal 1985 and $31.4 million in fiscal 1984. 

Most of our plans are defined benefit plans, which provide 
for retirement benefits based on employees’ length of service 
and earnings. The following table contains aggregated infor¬ 
mation determined as of January 1, 1986, and 1985, for the 
principal plans: 



1986 

1985 


(In Millions) 

Net plan assets available for benefits 

Actuarial present value of accumulated 
benefits: 

$510 

$402 

Vested 

$358 

$290 

Nonvested 

40 

29 

Total 

$398 

$319 


Actuarial present values of accumulated benefits were 
determined using discount rates established by the Pension 
Benefit Guaranty Corporation (PBGC) for valuing plan bene¬ 
fits. The PBGC rates ranged from 4% to 8.75% for 1986 and 
4% to 9.75% for 1985, with the latter of each range being the 
principal rate. 

During fiscal 1986, we amended the principal plan covering 
salaried employees to provide that any excess pension assets 
would be vested in plan participants if the plan is terminated 
within five years of a change in control. 

Contributions to our defined benefit plans are determined 
by independent actuaries using assumptions and methods 
reflecting plan experience and expectations. During fiscal 
1984, a study by management and plan actuaries of the prin¬ 
cipal plan covering salaried employees resulted in changes to 
reflect fund performance, current status and more realisti¬ 
cally portray future expectations. The investment return 
assumption was changed from 7 l /2% to SV 2 % and the actuarial 
cost method was changed from the aggregate method to the 
entry age normal method. These changes in actuarial pro¬ 
cedures do not affect participant benefits under the plan and 
continue adequate funding of future payments. Under the 
previous actuarial practices, 1984 pension expense would 
have been $5.9 million higher. 

We have an employee stock ownership plan (ESOP). Our 
contributions to the plan expensed in fiscal 1986, 1985 and 
1984 were $2.6 million, $3,6 million and $1.8 million, respec¬ 
tively (included in the total pension expense of $32.4 million, 
$33.6 million and $31.4 million referred to above). Our contri¬ 
butions to this plan are made primarily in shares of General 
Mills common stock. We receive an equivalent federal income 
tax credit as a result of the contribution. 

We have a few defined contribution plans that provide for 
benefits based on accumulated contributions and investment 
income. Such plans, including the ESOP, had net assets of 
$236.7 million at May 25, 1986. 

We have a variety of plans that provide health care benefits 
to the majority of our retirees. Some of these plans require 
contributions from the retirees. We recognized total costs of 
$4.3 million and $4.2 million in fiscal 1986 and 1985, respec¬ 
tively, for these benefits on a pay-as-you-go basis. 

Note Thirteen: Profit-Sharing Plans 

We have profit-sharing plans to provide incentives to key indi¬ 
viduals who have the greatest potential to contribute to 
current earnings and successful future operations. These 
plans were approved by the Board of Directors upon recom¬ 
mendation of the Compensation Committee. The awards 
under these plans depend on profit performance in relation to 
pre-established goals. The plans are administered by the 
Compensation Committee, which consists of directors who 
are not members of our management. Profit-sharing 
expense, including performance unit accruals, was $9.4 
million in fiscal 1986, $2.9 million in fiscal 1985 and $6.8 
million in fiscal 1984. 
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Note Fourteen: Income Taxes 

The components of earnings before income taxes and the 
income taxes thereon are as follows: 

Fiscal Year 



1986 

1985 

1984 

Earnings before income taxes: 
U.S. 

$305.7 

(In Millions) 

$181.0 

$334.5 

Outside U.S. 

17.9 

14.9 

22.1 

Total earnings before 
income taxes 

$323.6 

$195.9 

$356.6 

Income taxes: 

Current: 

Federal taxes 

$101.4 

$ 95.7 

$161.9 

U.S. investment 
tax credit 

(10.8) 

(10.1) 

(10.3) 

State and local taxes 

16.0 

8.2 

12.1 

Foreign taxes 

&6 

&1 

7.4 

Total current 
income taxes 

113.2 

99.9 

171.1 

Deferred income taxes 
(principally U.S.) 

26.9 

(19.4) 

(17.2) 

Total income taxes 

$140.1 

$ 80.5 

$153.9 


Total current income taxes charged to earnings in fiscal 
1986, 1985 and 1984 reflect the amounts attributable to oper¬ 
ations and have not been materially affected by tax leases. 
Actual current taxes payable on fiscal 1986, 1985 and 1984 
operations were reduced by approximately $112 million, $113 
million and $118 million, respectively, due to the effect of tax 
leases. These tax benefits are temporary in nature and do not 
affect taxes for statement of earnings purposes since the 
amount of benefits (net of the consideration paid to the 
sellers) will be repaid to the government in future years over 
the terms of the leases. 

Deferred income taxes result from timing differences in 
the recognition of revenue and expense for tax and financial 
statement purposes. The tax effects of these differences 
follow: 

Fiscal Year 



1986 

1985 

1984 

Depreciation 

$ 16.4 

(In Millions) 

$ 23.9 

$ 9.4 

Interest 

(3.9) 

3.0 

5.5 

Provision for losses on 
dispositions and 
redeployments 

27.1 

(28.1) 

(19.5) 

Accrued expenses 

(8.2) 

(19.1) 

0.9 

Other 

(4.5) 

0.9 

(13.5) 

Total deferred income taxes 

$ 26.9 

$(19.4) 

$(17.2) 


The following table reconciles the U.S. statutory income 
tax rate with the effective income tax rate: 

Fiscal Year 



1986 

1985 

1984 

U.S. statutory rate 

46.0% 

46.0% 

46.0% 

U.S. investment tax credit 

(3.3) 

(5.1) 

(2.9) 

State and local income taxes, 
net of federal tax benefits 

3.9 

2.9 

1.8 

Other 

(3.3) 

(2.7) 

(1.7) 

Effective income tax rate 

43.3% 

41.1% 

43.2% 


As of May 25, 1986, we have a net operating loss 
carryover for federal income tax purposes of $131.3 million, 
which will expire in 2001 if not offset against future taxable 
income. General business credit carryovers of $35.8 million 
are available to reduce future federal income taxes including 
$26.8 million of investment tax credits. If not used, the 
credits will expire as follows: $17.3 million in 2000 and $18.5 
million in 2001. For financial statement purposes, deferred 
tax credits (included in “ Deferred Income Taxes—Tax 
Leases") have been eliminated based upon their expected 
amortization during the carryover period. Upon realization of 
the tax benefits of the carryovers, the amount eliminated will 
be reinstated. 

Unremitted earnings of foreign operations amounting to 
$83.6 million are expected by management to be permanently 
reinvested. Accordingly, no provision has been made for addi¬ 
tional foreign or U.S. taxes that would be payable if such 
earnings were to be remitted to the parent company as 
dividends. 


Note Fifteen: Leases 

An analysis of rent expense by property leased follows: 

Fiscal Year 



1986 

1985 

1984 



(In Millions) 


Retail and restaurant space 

$20.7 

$20.6 

$19.9 

Warehouse space 

6.5 

5.3 

5.2 

Office space 

5.0 

5.3 

4.0 

Transportation 

2.8 

2.2 

2.9 

Computers 

1.4 

1.5 

2.7 

All other 

2.0 

2.2 

3.1 

Total rent expense 

$38.4 

$37.1 

$37.8 


Some leases require payment of property taxes, insurance 
and maintenance costs in addition to the rent payments. 
Contingent and escalation rent in excess of minimum rent 
payments totaled approximately $1.4 million in fiscal 1986, 

$3.7 million in fiscal 1985 and $2.5 million in fiscal 1984. 
Sublease income netted in rent expense was insignificant. 

Noncancelable future lease commitments are (in millions) 
$27.4 in 1987, $25.1 in 1988, $23.6 in 1989, $21.0 in 1990, 
$19.1 in 1991 and $74.9 after 1991, or a cumulative total of 
$191.1. Of this total, restaurant and retail leases account 
for 84%. 
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Note Sixteen: Segment Information 


(In Millions) 

Consumer 

Foods 

Restaurants 

Specially 

Retailing 
and Other 

Unallocated 

Corporate 

Items (b) 

Consoli¬ 

dated 

Total 

Sales (a) 

1986 

$3,061.3 

$1,051.0 

$474.3 


$4,586.6 

1985 

2,771.3 

1,140.1 

373.8 


4,285.2 

1984 

2,713.4 

1,079.7 

325.3 


4,118.4 

1983 

2,792.6 

984.5 

305.2 


4,082.3 

Operating Profits before Redeployments 
1986 307.9 

88.3 

26.6 

$ (97.7) 

325.1 

1985 

265.6 

91.5 

(1.7) 

(83.7) 

271.7 

1984 

275.3 

70.0 

19.8 

(61.5) 

303.6 

1983 

269.4 

80.0 

10.4 

(94.3) 

265.5 

Operating Profits after Redeployments 

1986 306.0 

92.3 

22.8 

(97.5) 

323.6 

1985 

261.5 

52.2 

(34.1) 

(83.7) 

195.9 

1984 

383.0 

37.3 

(3.1) 

(60.6) 

356.6 

1983 

268.2 

80.0 

14.3 

(94.3) 

268.2 

Identifiable Assets 
1986 

1,091.8 

467.8 

195.5 

331.1 

2,086.2 

1985 

1,000.1 

424.6 

204.9 

1,024.4 

2,654.0 

1984 

928.7 

585.3 

153.1 

1,185.6 

2,852.7 

1983 

979.0 

572.7 

176.5 

1,210.9 

2,939.1 

Capital Expenditures 
1986 

153.6 

74.0 

16.5 

0.8 

244.9 

1985 

103.2 

40.5 

27.9 

38.1 

209.7 

1984 

130.3 

82.3 

10.1 

59.7 

282.4 

1983 

123.8 

107.6 

13.2 

63.4 

308.0 

Depreciation Expense 
1986 

69.2 

32.7 

8.7 

0.7 

111.3 

1985 

60.9 

37.5 

7.5 

1.7 

107.6 

1984 

53.9 

34.7 

6.5 

1.2 

96.3 

1983 

51.9 

30.6 

6.3 

1.8 

90.6 


(a) Both inter-segment sales and export sales are immaterial. 

(b) Corporate expenses include interest expense, profit sharing, employee stock ownership plan, balance sheet related foreign currency effects and general 
corporate expenses. Corporate assets consist mainly of cash and short-term investments, investments in tax leases, other miscellaneous investments and the 
identifiable assets of discontinued and redeployed operations. Corporate capital expenditures include capital expenditures of discontinued operations through 
the date disposition was authorized. 
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Note Seventeen: Quarterly Data (unaudited) 

Summarized quarterly data for fiscal 1986 and 1985 follows: 


First Quarter Second Quarter Third Quarter Fourth Quarter Total Year 



1986 

1985 

1986 

1985 

1986 

1985 

1986 

1985 

1986 

1985 

Sales 

(In Millions, Except Per Share and Market Price Amounts) 

$1,067.9 $1,017.4 $1,203.5 $1,128.3 $1,153.9 $1,069.1 $1,161.3 $1,070.4 $4,586.6 

$4,285.2 

Gross profit (a) 

480.1 

427.6 

544.0 

474,0 

503.7 

444.4 

494.9 

464.4 

2,022.7 

1,810.4 

Earnings after tax— 
Continuing operations 
after redeployments 

48.9 

43.1 

46.0 

41.0 

46.4 

31.2 

42.2 

0.1 

183.5 

115.4 

Earnings per share— 
Continuing operations 
after redeployments 

1.10 

.96 

1.03 

.91 

1.04 

.70 

.94 

.01 

4.11 

2.58 

Discontinued operations 
after tax 


11.0 


14.6 


(105.3) 


(108.6) 


(188.3) 

Net earnings (loss) 

48.9 

54.1 

46.0 

55.6 

46.4 

(74.1) 

42.2 

(108.5) 

183.5 

(72.9) 

Net earnings (loss) per 
share 

1.10 

1.20 

1.03 

1.23 

1.04 

(1.64) 

.94 

(2.42) 

4.11 

(1.63) 

Dividends per share 

.56 

.56 

.56 

.56 

.56 

.56 

.58 

.56 

2.26 

2.24 

Redeployment loss 
after tax 


(0.1) 


(0.8) 


(8.5) 


(34.6) 


(44.0) 

Market price of 
common stock; 

High 

64 

55% 

65% 

60 

65% 

59% 

80% 

60% 

80% 

60% 

Low 

55% 

49% 

52 

49% 

56% 

47% 

60% 

52 

52(b) 

47% 


(a) Before charges for depreciation, 

(b) Toy and Fashion operations were spun off as of November 1, 1985. After that date, based on the distribution ratio equivalent to one share of General Mills 
common stock, the composite of the highs and lows of Crystal Brands, Inc. and Kenner Parker Toys Inc. ranged from $12.08 to $7,61. 
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Note Eighteen: Accounting for Inflation (unaudited) 

During the last decade, an increased rate of inflation became 
a significant factor in both the U.S. economy and world econ¬ 
omies. Traditional accounting procedures are based on the 
“historical cost” method, where generally each individual 
transaction is recorded at its original cash value, and is not 
subsequently adjusted to a different value. 

In periods of continuing rapid inflation, use of traditional 
accounting may cause two major concerns: (1) prior years' 
financial statements lose some comparability to the current 
year's; and (2) recent financial statements may not be a 
meaningful guide for tomorrow's requirements. 

In September 1979, experimental accounting procedures 
were prescribed by the Financial Accounting Standards 
Board. They required that limited amounts of accounting data 
(prepared according to traditional procedures) be adjusted for 
inflation by the current cost method. 

The current cost method of adjustment revalues selected 
past years' cost data by an estimate of what each item would 
cost at the current time. We used a combination of specific 
indices, current price lists, and appraisals to estimate current 
cost amounts. The U.S. Consumer Price Index is used to 
adjust current costs of both United States and non-United 
States operations to reflect the effects of general inflation. 

Statement of Earnings , Adjusted for Inflation 

The experimental regulations prescribe that current cost 
calculations include most statement of earnings items at 
historical costs. Only fixed asset depreciation and cost of 
sales are modified for the effects of inflation. Earnings as 
adjusted for inflation under these regulations for our fiscal 
year ended May 25, 1986, are shown in the following table: 



H istoricai 

Cost 
Statement 
of Earnings 

Current 
Cost 
Statement 
of Earnings 


(In Miliums) 

Sales 

$4,587 

$4,587 

Cost of sales (excluding 



depreciation) 

2,564 

2,566 

Depreciation 

111 

140 

All other expenses 

1,588 

1,588 

Earnings before income taxes 

324 

293 

Income taxes 

140 

140 

Net earnings 

$ 184 

$ 153 

Effective income tax rate 

43.3% 

47.8% 


Effects of Holding Assets and Liabilities 
We maintain a net liability position with our “monetary” 
assets and liabilities (items that have a fixed amount of cash 
receivable or payable). In the same sense that a homeowner 
“benefits” in a time of inflation by repaying a home mortgage 
loan with “cheaper” dollars, we had an unrealized fiscal 1986 
“gain” of approximately $19 million on our average net liabil¬ 
ity position. 

Foreign investments resulted in an unrealized current cost 
translation loss for fiscal 1986 of $3.3 million. This amount is 
net of applicable income taxes of $6.9 million. 

We estimate that the inflation-adjusted amounts of our 
May 25, 1986, inventories and fixed assets are as follows: 



Historical 

Cost 

Current 

Cost 


(In Millions) 

Inventories 

$ 351 

$ 397 

Fixed assets 

1,085 

1,540 

Total 

$1,436 

$1,937 
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Five- Year S tatistics 

Some of the preceding information, plus additional statistics, are summarized in the following five-year table. Current cost infor¬ 
mation is expressed in current costs of each year, inflated to average fiscal 1986 dollars. 


Sales 

Historical amounts 
Constant purchasing power 

Earnings 

Historical cost 
Current costs 

Earnings per share 
Historical cost 
Current costs 

Net assets at year-end 
Historical cost 
Current costs 

Current cost translation adjustment 

Market price per share at year-end 
Historical cost 
Constant purchasing power 

Dividends per share 
Historical cost 
Constant purchasing power 

Unrealized “gains” from decline in purchasing power of average net 
amounts owed 

Increases in current cost of fixed assets (land, buildings and equipment) 
and inventories: 

Pro forma increase, due to general inflation as measured by the U,S. 
Urban Consumer Price Index 

Compare to: estimated actual increases in specific prices of assets 
held by General Mills 

Difference: excess (deficiency) of pro forma general inflationary 
increase over estimated actual specific increase 

Average consumer price index for fiscal year (calendar 1967 - 100) 


Fiscal Year 


1986 

1985 

1984 

1983 

1982 

(Dollar Amounts in 

Millions, Except Per Share Data) 

$4,587 

$4,285 

$4,118 

$4,082 

$3,861 

4,587 

4,417 

M1Q 

4,529 

4,484 

184 

115 

203 

162 

142 

153 

97 

184 

123 

109 

4.11 

2.58 

4.32 

3.24 

2.81 

3.43 

2.16 

3.94 

2.45 

2.15 

683 

1,023 

1,225 

1,227 

1,232 

1,183 

1,526 

1.969 

2,073 

2,234 

_J0) 

(9) 

_(20) 

(36) 

_(43) 

76.25 

58.13 

50.13 

56.38 

39.88 

76.06 

58.88 

52.69 

A 1 - 77 

45.43 

2.26 

2.24 

2.04 

1.84 

1.64 

_2.26 

2.31 

2.19 

_ 2.04 

1.91 

19 

39 

49 

_ 48 

_ _ 57 


$ 

28 

66 

110 

107 

153 

$ 

64 

19 

129 

72 

219 

$ (36) 

325.5 

47 

315.8 

_(19) 

303.9 

35 

293.4 

(66) 

280.3 


Management Comments 

Inflation accounting advocates claim inflation-adjusted data 
(1) provides better displays of real growth, (2) gives 
improved insight into future cash needs, and (3) promotes the 
concept that profit has not been earned until current costs 
have been recovered. The adjusted data also highlights the 
heavy tax burden imposed by government when tax rates are 
not adjusted for inflation. 

We continue to caution that the value of inflation accounting 
is still unproven and that the inflation-adjusted data should be 
used only to indicate general trends rather than as a precise 
measurement. We have not found this data useful for opera¬ 
tional decisions because: 


1, Current costs cannot be used mechanically to forecast 
actual replacements of assets due to uncertain timing, 
technological change, financing and other 
considerations, 

2. Different assumptions and estimating procedures by 
individual companies may affect the comparability of the 
current cost data. 

We continue to combat the effects of inflation through our 
planning and operating philosophy and practices. 
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Eleven Year Financial Summary as Reported 

General Mills , Inc. and Subsidiaries 


May 25, 1986 

May 26, 1985 

May 27, 1984 

FINANCIAL RESULTS 




Earnings (loss) per share 

$ 4.11 

$ (1.63) 

$ 4.98 

Return on average equity 

21.5% 

(6.5)% 

19.0% 

Dividends per share 

$ 2.26 

2.24 

2.04 

Sales 

$4,586.6 

4.285.2(a) 

5,600.8 

Costs and expenses: 




Cost of sales, exclusive of items below 

$2,563.9 

2.474.8(a) 

3,165.9 

Selling, general and administrative (b) 

$1,547.2 

1.443.9(a) 

1,841.7 

Depreciation and amortization 

$ 113.1 

110.4(a) 

133.1 

Interest (c) 

$ 38.8 

60.2(a) 

61.4 

Earnings before income taxes 

$ 323.6 

195.9(a)(d) 

398.7 

Net earnings (loss) 

$ 183.5 

(72.9)(f) 

233.4 

Net earnings (loss) as a percent of sales 

4.0% 

(1.7)% 

4.2% 

Weighted average number of common shares (g) 

44.6 

44.7 

46.9 

Taxes (income, payroll, property, etc.) per share 

$ 5.33 

4.02(a) 

6.22 

FINANCIAL POSITION 




Total assets 

$2,086.2 

2,662.6 

2,858.1 

Land, buildings and equipment, net 

$1,084.9 

956.0(a) 

1,229.4 

Working capital at year-end 

$ 41.6 

229.4 

244.5 

Long-term debt, excluding current portion 

$ 458.3 

449.5 

362.6 

Stockholders' equity 

$ 682.5 

1,023.3 

1,224.6 

Stockholders’ equity per share 

$ 15.23 

23.05 

27.03 

OTHER STATISTICS 




Working capital provided from operations before redeployments 

$ 333.2 

241.3(a) 

348.3 

Total dividends 

$ 100.9 

100.4 

96.0 

Gross capital expenditures 

$ 244.9 

209.7(h) 

282.4 

Research and development 

$ 41.7 

38.7(a) 

63.5 

Advertising media expenditures 

$ 317.0 

274.3(a) 

349.6 

Wages, salaries and employee benefits 

$ 895.8 

860.2(a) 

1,121.6 

Number of employees 

62,056 

63.162(a) 

80,297 

Accumulated LIFO charge 

$ 45.8 

47.5(a) 

79.7 

Common stock price range 

$ SOVi- 

60%- 

57%- 


52(i) 

47% 

41% 


(aj Includes continuing operations only; amounts for years prior to fiscal 1985 include the operations discontinued in fiscal 1985. 

(b) Includes redeployment gains or losses. 

(c) Fiscal 1986 interest expense is net of interest income; amounts for years prior to fiscal 1986 are interest expense only with interest income included in 
selling, general and administrative expenses. 


Financial Data for Continuing Operations (years prior to fiscal 1985 restated) 
General Mills , Inc. and Subsidiaries 


Fiscal Year Ended 



May 25, 1986 

May 26, 1985 

May 27, 1984 

May 29, 1983 May 30, 1982 

May 31,1981 

Sales 

$4,586.6 

(Amounts in Millions, Except Per Share Data) 

$4,285.2 $4,118.4 $4,082.3 

$3,860.5 

$3,466.4 

Earnings after tax, before 

redeployments 

$ 183.5 

159.4 

174.2 

161.3 

157.2 

127.9 

Earnings per share 

$ 4.11 

3.56 

3.72 

3.22 

3.11 

2.54 

Earnings after tax, after 

redeployments 

$ 183.5 

115.4 

202.7 

162.1 

142.2 

127.9 

Earnings per share 

$ 4.11 

2.58 

4.32 

3.24 

2.81 

2.54 
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May 29, 1983 

May 30, 1982 

May 31, 1981 

May 25, 1980 

May 27, 1979 

May 28, 1978 

May 29, 1977 

May 20, 1976 


(Amounts 

in Millions, Except Per Share Data) 





$ 4.89 

$ 4.46 

$ 3.90 

$ 3.37 

$ 2.92 

$ 2.72 

$ 2.36 

$ 2.04 

19.9% 

19.1% 

18.2% 

17.6% 

17.0% 

17.6% 

17.1% 

16.7% 

1.84 

1.64 

1.44 

1.28 

1.12 

.97 

.79 

.66 

5,550.8 

5,312.1 

4,852.4 

4,170.3 

3,745.0 

3,243.0 

2,909.4 

2,645.0 

3,128.3 

3,081.6 

2,936.9 

2,578.5 

2,347.7 

2,026.1 

1,797.5 

1,663.9 

1,831.6 

1,635.5 

1,384.0 

1,145.5 

1,021.3 

883.8 

807.9 

704.5 

127.5 

113.2 

99.5 

81.1 

73.3 

58.6 

48.1 

46.7 

58.7 

75.1 

57.6 

48.6 

38.8 

29.3 

26.7 

29.4 

409.7 

406.7 

374.4 

316.6 

263.9 

245.2(e) 

229.2 

200.5 

245.1 

225.5 

196.6 

170.0 

147.0 

135.8 

117.0 

100.5 

4.4% 

4.2% 

4.1% 

4.1% 

3.9% 

4.2% 

4.0% 

3.8% 

50.1 

50.6 

50.4 

50.5 

50.4 

49.9 

49.6 

49.2 

5.70 

5.88 

5.59 

4.66 

3.99 

3.71 

3.43 

3.02 

2,943.9 

2,701.7 

2,301.3 

2,012.4 

1,835.2 

1,612.7 

1,447.3 

1,328.2 

1,197.5 

1,054.1 

920.6 

747.5 

643.7 

587.0 

540.1 

471.5 

235.6 

210.7 

337.3 

416.3 

441.6 

285.1 

298.2 

295.1 

464.0 

331.9 

348.6 

377.5 

384.8 

259.9 

276.1 

281.8 

1,227.4 

1,232.2 

1,145.4 

1,020.7 

916.2 

815.1 

724.9 

640.2 

25.68 

24.50 

22.75 

20.32 

18.23 

16.38 

14.60 

12.98 

401.6 

353.6 

317.8 

262.7 

237.5 

197.9 

174.2 

153.2 

92.7 

82.3 

72.3 

64.4 

56.1 

48.2 

39.1 

32.4 

308.0 

287.3 

246.6 

196.5 

154.1 

140.5 

117.1 

94.4 

60.6 

53.8 

45.4 

44.4 

37.3 

30.5 

29.9 

25.7 

336.2 

284.9 

222.0 

213.1 

188.9 

170.5 

145.6 

111.4 

1,115.2 

1,028.4 

907.0 

781.2 

717.1 

622.0 

541.2 

479.4 

81,186 

75,893 

71,225 

66,032 

64,229 

66,574 

61,797 

51,778 

79.7 

75.5 

73.7 

60.3 

46.5 

29.3 

18.7 

12.5 

57% - 

42 Vs- 

35% - 

28 W 

34%' 

31%- 

35%- 

34'/ 8 - 

38% 

32% 

23% 

19 

24 

2614 

2 <nVi 

23% 


(d; includes pretax redeployment charge of $75.8 million. 

(e) Before discontinued Chemical operations; earnings before income taxes for years prior to fiscal 1978 include this operation. 

(f) Includes after-tax discontinued operations charge of $188.8 million. 

(g) Years prior to fiscal 1983 include common share equivalents. 

(h) Includes capital expenditures of continuing operations and capital expenditures of discontinued operations through the date disposition was authorized. 

(i) Toy and Fashion operations were spun off as of November 1, 1985. After that date, based on the distribution ratio equivalent to one share of General Mills, 
Inc. common stock, the composite of the highs and lows of Crystal Brands, Inc. and Kenner Parker Toys Inc. ranged from $12.08 to $7.61. 
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Corporate Directory 


BOARD OF DIRECTORS 


H. Brewster Atwater, Jr. 

Minneapolis; Chairman of the Board and Chief Executive Officer, General Mills, Inc. (1 *, 3) 

Betsy Ancker-Johnson 

Warren, Michigan; Vice President-Environmental Activities, General Motors Corporation (3,5) 

F. Caleb Blodgett 

Minneapolis; Vice Chairman of the Board, Chief Financial and Administrative Officer. General Mills, Inc. (1) 

Richard M. Bressler 

Seattle, Washington; Chairman of the Board and Chief Executive Officer, Burlington Northern , Inc. (2,4*, 6) 

N. Bud Grossman 

Minneapolis; Chairman of the Board and Chief Executive Officer ; Gelco Corporation (1,3,4,6) 

Joe R. Lee 

Orlando, Florida; Executive Vice President; President, Restaurant Group, General Mills, Inc. 

Lewis W. Lehr 

St. Paul; Retired Chairman of the Board and Chief Executive Officer, 3M Company (1,2,4,6*) 

John W. Morrison 

Minneapolis; Retired Chairman of the Board and Chief Executive Officer, Norwest Corporation (1,3* >5) 

Gwendolyn A. Newkirk 

Lincoln, Nebraska; Professor and Chairman , Department of Consumer Science and Education , University of Nebraska (2, B*) 

William F. Pounds 

Boston, Massachusetts; Professor, Alfred P. Sloan School of Management, Massachusetts Institute of Technology; Senior Advisor, 
Rockefeller Family and Associates (2*, 4,5) 

George Putnam 

Boston , Massachusetts; Chairman of the Board, The Putnam Management Company, Inc. (3,5,6) 

Edward S. Reid 

New York, New York; Partner, Davis Polk & Ward-well, Attorneys (1,2,6) 

Michael D. Rose 

Memphis, Tennessee; Chairman of the Board and Chief Executive Officer, Holiday Corporation (2,3) 

Frederick W. Smith 

Memphis, Tennessee; Chairman of the Board, President and Chief Executive Officer, Federal Express Corporation (2,5,6) 

Mark H. Willes 

Minneapolis; President, General Mills, Inc. (I) 

C. Angus Wurtele 

Minneapolis; Chairman of the Board and Chief Executive Officer, Valspar Corporation (3,4,5) 


Committees of the Board of Directors 

(1) Executive Committee (2) Audit Committee (3) Finance Committee (4) Compensation Committee 
(5) Public Responsibility Committee (6) Nominating Committee Denotes Committee Chair 
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CORPORATE OFFICERS 

H. Brewster Atwater, Jr. 

Chairman of the Board and Chief Excruh re Officer 

F. Caleb Blodgett 

C hairman of the Board, Chief Financial and 
A dmm ts tra 1 1 ve 1 1 ffwe r 

Mark H. Willes 

President 


Joe R. Lee 

Executive Vice President; Bresult n: kcstaurant ()roup 

Steven M. Rothschild 

Executive Vice President; President, Convenience and 
International Foods Group 

Arthur R. Schulze 

Executive Vice President; President, Grocery Products 
Food Group 

David R. Waters 

Executive Vice President; President, Specialty Retailing 
Group 

Walter R. Barry, Jr 

Executive Vice President; Consumer Foods Operations 

John L. Frost 

Senior Vice President, Personnel 

Charles W. Gaillard 

Senior Vke President; General Manager BtgG Division 

David E. Kelby 

Senior Vice President, Treasurer 

John V. Luck 

Santor Vice President, Technical Dim h»r 

Thomas P. Nelson 

Senior Vice President Controller 

Clifford L. WhitehiU 

Senior Vice I*resident, General Counsel ana Secretary 


COMPANY OFFICERS 

Dean Belbas 

Vue President, Director of Corporate Commutfiratvois 

Walter W, Faster 

Vice President, Director ttf Corpora it Growth and Ib'TvIitfmuitl 

James R. Pratt 

Vice Pres ident, I) i rec to r of Taxe s 

DIVISIONAL AND SUBSIDIARY OPERATING 
EXECUTIVES 

GROCERY PRODUCTS FOOD GROUP 

Edward K. Bixby 

Vice President; General Manager Betty Crocker I)it- ■ ■ pi 

Ivy M. Celender 

Vice-President; Director, Nutrition Services. Marketing 
Services Division 

Alfred G. Colling 

Vice President, Controller 

Stephen R. Demeritt 

Vice President; President and General Manager, Gem rat 
Mills Canada, Inc. 

Richard 0. Dietz 

Vice President; General Manager, Information Systems 
Division 

James J. Feeney 

Vice President; Genera! Manager, Sperry Division 

Stephen J. Garthwaite 

Vice President; Director, Research and Development, 

Betty Crocker Division 

John D. Herrick 

Vice President; Chairman, General MilT Canada. Inc 

Thomas J. Lee 

Vice President; General Manager. Procurement I vision 

David D. Murphy 

Vice President; General Manager. Marketing Services 
Division 

Howard L. Ross 

Vice President; General Manager. (■ n -< i Piodui Sah ■ 
Division 

Donald E. Ryks 

Vice President; General Man age r. Pa ck ag< F< ■ ■ d$ < tp* ■ ra tv ms 
Division 

Keith R. Sieck 

Vice President. Human Resnurces 

Patrick J. Smith wick 

Vice President, Director, Trade Pokey and Customer 
Relations, Grocery Products Sales Division 
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CONVENIENCE AND INTERNATIONAL FOODS 
GROUP 

Rav E. Brunswig 

President, Pioneer Products 

Ross N. Clouston 

Vice Pres iden t: Chairman, (7 or t< j n I) i vis uni 

Lionel E. M. Cosse 

Vice President: Managing Director, General Mills Europe, 
Chmrman, Director General. Biscuiterie A 'antaise —AW, 
S,A. * (Prance) 

PaulJ. Curran 

Vice President: Director, Latin America, Asia, Pioneer 
Products, Export Operations , Q-Ccl-O and Technology 
Marketing 

Caspar B. M. dejong 

Vice President; Managing Director, Smiths Pood Group P. V 
(Holland) 

Francisco Gamez I). 

General Manager, Industna Harmera Guatemalteca, S.AA 
and Industna Del Maiz, S.A. * (Guatemala) 

Joseph W. Grieco 

President, O-Cel-O 

Donald Halman 

General Manager, (jcneral Mills De Panama , S.A." 

(Panama) 

Bruce O’N Hyland 

General Manager, Blue Water Seafoods, Gorton Division 

Donald L. Knutzen 

Vice Pres ident: General Manager, Min netonka I ) u-is ton 

Motoshige K obayashi 

President, General Mills Asia 

Marshall K. Luther 

President, Vroman Foods 

Alfredo Montealegre C. 

General Manager Industrias Gem-Ina, S'.A. (Nicaragua)- 

Joseph R. Mucha 

Vice President, Human Resources 

Manuel Palacios 

General Manager, P YCA SA (Spam} 

Stephen W. Sanger 

Vice President; General Manager, Hew Business 

Development Division 

Guy C. A. Scherrer 

Vice President; General Manager, Bisciutene Xantaise — 
AW, SA/*' (France) 

Warren M. Schwecke 

Vice President; Director, Quality Control 

Kenneth L. Thome 

Vice President, Controller 

Armand Vos 

General Manager Smiths Pood Ciroup S.A, tBelgium) 

Robert H. Vroman 

Chairman, Vroman Foods 

Stephen H. Warhover 

Vice President; President, Gorton Division 

Charles D. Weil 

Vice President: President, Yoplait USA 

* partially owned 


RESTAURANT GROUP 

Leeann Chin 

President, Leeann Chin's, Inc. 

Michael E. Cushmore 

Viet President: Chairman, hican ?j Choi's. Inc. 

Francis J. Dever 

Executive Vice President, General Manager, Red Lobster 
international 

William P. Dover 

President, Red Lobster Canada 

Anthony M. Franco 

Vice President-, Human Resources 

Jeffrey H. Grayson 

General Manager York 5 

William E. Hat la way 

Vice P res ident: Chairman, Red L o bs te r 

Ronald N. Magruder 

Vice President: Chairman, Creative I)mine 

Jeffrey J. O'Hara 

Vice President: President, Red Lobster USA 

Jon C. Sleik 

General Manager, The Olive Garden 

Blaine Sweatt III 

Gene rat Manager, Hew Concept Development 

Robert E. Waggoner 

Vice President, Controller 

George T. Williams 

Vtce I J res ? dent, Associate General Connsrt 

SPECIALTY RETAILING GROUP 

Sally J. Frame 

Vice President: President, Talbots 

Edward L. Larsen 

Vice President, Controller 

John F. Past rone 

Vice President: President, Furniture Group America, hu 

Michael W. Rayden 

Vice President: President, Eddie Bauer 

Stuart M. Stolper 

Vice President, Human Resources 

STAFF EXECUTIVES 

James L. Craig, M.D. 

Vice President, Director of Health and Human Services 

Donald M. Friborg 

Vice President, Director of Employee R e la turns 

Cyrus PL Johnson 

Vice President, I)irector of MG() Facilities and Sendees 

James P. Shannon 

Vice P res ident. Execute i v I)t rector. (J encra! M ills 
Foundation 

James D. Smith 

Vice President, Director of Accounting and Analysis 

Austin P. Sullivan 

Vice President; Director of Public Affairs 

William A, Van Brunt 

Vice President, Associate General Counsel 







Transfer Agencies and Registrars 

Common Stock: 

First Trust Company, Inc, 
do Mellon Securities Transfer Services 
67 Broad Street 
Ne w York, NY 10004 

First Trust Company, Inc* 

RO* Box 64008 

St. Paul, MN 55164-0008 

Agent, Dividend Reinvestment Plan 

First Trust Company, Inc. 

P.Q, Box 64008 

St. Paul, MN 55164-0008 

Automatic Dividend Reinvestment Plan 

Stockholders wishing information about the Auto¬ 
matic Dividend Reinvestment Plan may obtain a 
brochure by writing: General Mills, Stock Transfer 
Department, RO. Box 1113. Minneapolis, MN 
55440. Under this plan. General Mills pays the 
brokerage and service fees associated with the 
automatic reinvestment of stockholders' dividends. 

Form JO-K Report 

In the opinion of management, the financial state¬ 
ments in tills Annual Report to Stockholders include 
all significiinl financial data included in the annual 
report filet! on Form 10-K with the Securities and 
Exchange Commission. Stockholders may request 
a free copy of the Form 10-K annual report 
and schedules attached thereto by writing; 
Secretary, General Mills, Inc*, P.O. Box 1113, 
Minneapolis, MN 55440, 

Notice of Annual Meeting 

The annual meeting of the stockholders of General 
Mills, Inc, will be held a 1 10:30 a.m. Central 
Daylight Time, Monday, September 22, 1986, in 
the auditorium of the Childrens 'ITieatre Company, 
2400 Third Avenue South. Minneapolis, MN. 

Markets 

New York Stock Exchange 
Midwest Stock Exchange 

Slock Exchange Symbol: GIS 

General Mills Executive Offices 
9200 Wayzata Boulevard 
Minneapolis, MN 

Mailing Address: 

P.O, Box 1113 
Minneapolis, MN 55440 
Telephone (612) 540-2311 
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